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NE of the primary purposes of a convention 
is to clarify thought. Another is to crys- 
tallize ideas as a preliminary necessary to con- 

structive action. This year’s convention of the Amer- 
ican Bankers Association, devoted to national problems 
in economics, should be remembered as a conference of 
marked value in its clarifying affect on public opinion. 

The delegates in attendance were fortunate in having 
the opportunity to listen to speakers who in every 
instance made actual contributions to public thought 
and whose utterances cannot fail to have a beneficial 
affect in shaping, molding and guiding public opinion. 
No two conventions of the Association can be com- 
pared with any degree of accuracy or usefulness be- 
cause in a progressive and a changing business world 
each addresses itself toward a somewhat different set 
of problems and each, by reason of many shifting 
circumstances, is dealing with a new set of conditions, 
and, after all, it is only as things of this nature are 
seen in perspective that their true values become 
apparent; but notwithstanding all that, it is safe even 
now to declare that the 1923 convent:on was one of 
the finest in the history of the Association. 

Two things were outstanding in each of the three 
sessions of the general Convention and in the meetings 
of the Divisions—an attendance which filled, if not 
overflowed, the auditoriums, and an audience not only 
interested but intent upon the business of the hour, 
an audience quick to react to the vital points made 
by each speaker—quick to see the unassailable truth 
of such utterances as those of President Puelicher, who 
in the course of his annual address said: 

“The capitalistic system has brought to all the people 
more comfort and greater leisure than has any other 
system thus far tried. Its higher evolution demands 
that, with the further development of the machine, 


there must be given greater consideration to the de- 
velopment of the man. If we wish to preserve the 
good which this system brings to humanity, we must 
abolish in it whatever is bad and detrimental to prog- 
ress, to happiness, to liberty. Those men who have 
courageously and honestly demanded that the evils of 
the capitalistic system be corrected, should command 
our admiration and respect.” 

The audience was in accord with Dr. William A. 
Scott, who rendered a distinct public service in direct- 
ing attention to the dangers of the popular practice of 
taking snap judgment and hasty action based on the 
factors we see, to the exclusion of the often more 
important factors that we do not see. 

“The present population of the world,” he said, “can- 
not be fed and clothed and housed by the primitive 
economic methods of our ancestors. We cannot all 
become farmers of the kind that flourished in the early 
days of the Republic—farmers who were economically 
self-sufficing, producing the food for their own families 
and the raw mater‘als for their clothes, implements 
and buildings, manufacturing in their own households 
the necessities and such comforts of life as they en- 
joyed and building their own houses and the shelters 
for their animals. There are not farms enough to go 
round, and, even if there were, most of us would starve 
to death before -we learned how to manipulate them.” 

Even men who are close to agriculture were im- 
pressed when Mr. Otis, Director of the Association’s 
Agricultural Commission, told them that almost every 
effort of the American farmer has resulted in decreas- 
ing the fertility of the soil—that sometimes the ap- 
parent prosperity of the farmer has, after all, only 
been taken from the capital stock. 

The audience was in accord also with Charles E. 
Mitchell, Pres:dent of the National City Bank, when 
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he said: “We want enterprise relieved of 
some of the fearful penalties to which it is 
now subjected.” 

It was obvious, too, that Melvin A. 
Traylor, in his address voiced the convic- 
tions of all when he said: 

“Tf national life is to survive and be 
happy, and it will, the homes of the city, 
the town, and the country must shelter in 
pleasure and comfort a contented people. 
This can only be done by capital invest- 
ment that cannot be made, with rare excep- 
tions, in one lump sum from accumulated 
savings.” 

One of the finest addresses of the Con- 
vention — delivered before the Clearing 
House Section—was by George E. Roberts, 
the economist, in which he revealed the 
fallacy of government ownership. 


What is Government ? 


gl Hows government of a great country,” 
he said, “seems to embody so much 
power that illusions about what it can do are 
quite natural; but a government is no wiser 
than the individuals who compose it. In the 
last analysis, the proposal that the Govern- 
ment shall exercise its authcrity in a given 
matter means that a given individual, or a 
few individuals, shall have that authority, 
for which they may or may not have suitable 
qualifications. The kind of ability that 
makes a man successful as a candidate for 


Bankers on the Boardwalk at Atlantic City 


office does not necessarily make a man suc- 
cessful as an administrator of business af- 
fairs.” 

The foregoing is of especial interest in 
connection with one sentence from an ad- 
dress by Francis H. Sisson in which, re- 
ferring to Europe, he said: 

“Unless some solution of the problem is 
reached in the reasonably near future, I 
am willing to predict that you will see 
revolution and political and economic chaos 
in Europe before a great many months go 
by.” 

A high point of the Convention was the 
address by Fred I. Kent, vice-president of 
the Bankers Trust Company, on European 
conditions, the fruit of many months of 
study abroad. 

“Our duty to humanity,” said Mr. Kent, 
“lies in bringing about this condition as 
quickly as possible in order that there may 
be as little suffering in the world before the 
restoration of trade as the existing situa- 
tion will allow. One simple act that would 
be most helpful is to take our place upon 
the Reparations Commission officially. We 
should be represented upon this Commis- 
sion by a man who can express his convic- 
tion wth his vote. The economic and moral 
force of the United States is so well recog- 
nized by the Allies that if our representa- 
tive had a vote there would inevitably be a 
desire on the part of the representatives of 
other nations on the Commission to work in 


accord with us whenever they could do so 
legitimately, and we could maintain our po- 
sition as being correct.” 


A Dramatic Scene 


PROFOUND impression was made by 

Hon. James M. Beck, Solicitor Gen- 
eral of the United States, in the final stat- 
ed address of the Convention on “A Rising 
or a Setting Sun,” dealing with the Con- 
stitution of the nation and the circum- 
stances under which it was framed; and 
there was a dramatic scene at the conclu- 
sion of the address. The audience, as is 
the custom, arose and applauded. 

“Let us keep our feet,” said President 
Puelicher. “Our Constitution, that standard 
to which the wise and just can repair, let 
us bow our heads and re-pledge ourselves 
to its purposes, rededicate ourselves to its 
support, re-arouse ourselves to its aggres- 
sive defense. Great God, make us wise that 
there may be kept to this people the pro- 
tection of its Constitution!” 

And. finally there was clarification of 
great utility in the forum on the Federal 
Reserve System, for after all of the desul- 
tory criticism the forum revealed that 
bankers are practically of one mind in their 
determination to uphold and defend the 
Federal Reserve System as a _ necessary 
American institution. 


Opening of the General Sessions 


ITH President Puelicher oc- 

cupying the chair the first of 

the general sessions was opened 

at Young’s Pier at ten o’clock 
Tuesday morning, September 25. The pro- 
ceedings were inaugurated with the singing 
of “America.” 

President Charles E. Mitchell of the 
National City Bank delivered the opening 
address, which, together with the other 
speeches, appears in another part of this 
issue. In response to the constructive and 
far-sighted opinions expressed by Mr. 
Mitchell the entire assemblage arose and 
applauded him as he concluded his words. 

Vice-President Head then took the op- 
portunity to compliment Mr. Puelicher on 


his leadership of the organization for the 
past year and to express the appreciation 
of the members for his efforts, which have 
resulted in a better general understanding 
of the functions and ideals of the banking 
fraternity. The President’s annual address 
delivered by Mr. Puelicher (printed else- 
where) was followed with intense interest 
by the great audience which filled the au- 
ditorium. 

In voicing the approval éf the gathering 
of the President’s impressive address, Mr. 
Head expressed the wish that it might be 
broadcasted to every home in the country. 
This was followed by the report of Execu- 
tive Manager Shepherd on the official acts 
and proceedings of the Executive Council. 


Melvin A. Traylor, president of the First 
Trust & Savings Banks of Chicago, was 
introduced by Mr. Puelicher as one of the 
great bankers of the Middle West. His 
address, which was an analysis of present- 
day unrest and gloom of outlook, was re- 
garded as sounding the keynote of con- 
structive thought. 

Stephen I. Miller, Jr., National Educa- 
tional Director of the American Institute of 
Banking, followed Mr. Taylor with an ad- 
dress on “Education and Banking,” his 
first appearance in this capacity at an 
A. B. A. Convention. Mr. Miller closely 
held the attention of the audience and was 
warmly congratulated upon its conclusion. 
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Second Session Includes the Election 


HE high points of the second session of 

the General Convention were the election 
of officers in which Walter W. Head of 
the Omaha National Bank of Omaha, Neb., 
was made president; William FE. Knox, 
president of the Bowery Savings Bank 
in New York City, vice-president, and 
Oscar Wells, president of the First Na- 
tional Bank of Birmingham, Alabama, 
second vice-president; addresses by Wil- 
liam A. Scott, director of the School of 
Commerce of the University of Wisconsin, 
D. H. Otis, director of the Agricultural 
Commission of the American Bankers Asso- 
ciation, and Fred I. Kent of the Bank- 
ers Trust Company of New York; and the 
adoption of resolutions placing the body on 
record as to its aims for the coming year. 

Mr. Scott chose as his subject, “What 
We See and What We Don’t See”; Mr. 
Otis, “Banker-Farmer Team Work,” and 
Mr. Kent, “Across the Atlantic.” These 
addresses are printed in full in another 
part of this issue. 

Introducing Mr. Scott, President Pue- 
licher referred to him as one of his own 
former instructors when he was studying 


in the American Institute of Banking 
twenty-one years ago. To Mr. Scott he 
ascribed much of his present business 


knowledge, gained in the five years under 
his direction. 


Third Session—President Head’s 


RESIDENT COOLIDGE sent the fol- 

lowing message to the American Bank- 
ers Association Convention, and it was read 
at the opening of the third general ses- 
sion: 

“T congratulate your Association on its 
strength and high standing and wish you 
prosperity and success.” 

There were two fine features character- 
izing the final session, the first among which 
was the address of Hon, James M. Beck, 
Solicitor-General of the United States, at- 
tention-commanding in its presentation and 
of great value as a public document for 
the proper guidance of public opinion. The 
other feature was the forum on the Fed- 
eral Reserve System, in which the merits 
of the system were re-emphasized and sug- 
gestions were made for its improvement. 


le introducing Mr. Otis, director of the 
A. B. A. Agricultural Commission, 
Mr. Puelicher characterized him as a man 
whose life had been spent close to the 
soil and whose intense and concrete studies 
of the problems affecting American farm- 
ers had led the American Bankers Associa- 
tion to select him as one of its repre- 
sentatives. So outstanding has been Mr. 
Otis’s work, said President Puelicher, that 
when he called a meeting in Fargo, North 
Dakota, more than eight hundred farmers 
assembled to attend the words of one they 
believed understood the situation and could 
help them. 

Following Mr. Otis’s speech, William G. 
Edens, Chairman of the Nominating Com- 
mittee, was given the floor. Mr. Edens, 
in behalf of his associates and himself, pre- 
sented the name of Walter W. Head, presi- 
dent of the Omaha National Bank and 
the Omaha Trust Company, as President 
for the coming year. Regarding him Mr. 
Edens said: “From nominating speeches 
we learned that he is a native of the great 
State of Illinois, grew to man’s estate and 
became a successful banker-farmer in Mis- 
souri and now hails from the great State 
of Nebraska.” 

The name of William E. Knox, president 
of the Bowery Savings Bank of New York 
and second vice-president for the past year, 


Both of these features are given separately 
in this issue of the Journal. 

Following the debate President Puelicher 
announced that nine of the seventeen past 
presidents of the American Bankers Asso- 
ciation were in attendance at the conven- 
tion—Logan C. Murray, Frank O. Watts, 
William Livingston, Arthur Reynolds, 
Peter Gobel, Charles A. Hinsch, Robert F. 
Maddox, Richard S. Hawes and Thomas B. 
McAdams. 

Messrs. Murray, Watts and Gobel were 
compelled to leave before the final session, 
but the other ex-presidents were present 
upon the platform. 

The new officers were then installed. In 
installing Mr. Head as president, Mr. Pue- 
licher said, “I ought to correct something 
that I stated yesterday. I called him the 


was given as the nominee for vice-presi- 
dent. According to Mr. Edens, the sponsor 
of this candidate was modest in speech but 
generous in avoirdupois and the committee 
had received the impression that he was 
born in a savings bank on the lower end 
of Manhattan Island, but that the con- 
fidence repos‘d in him by his clients had 
recently enabled him to move his institu- 
tion to a section where there was more 
space for it. 

Continuing, Mr. Edens then nominated 
for the office of second vice-president 
Oscar Wells, whom he described as a “na- 
tive of Missouri, successful banker in 
Texas and now president of the First Na- 
tional Bank of Birmingham, Alabama; 
nominated and seconded by every State 
represented; the closing nomination speech 
was by the illustrious Senator from Arizona 
who stated that he came from a State 
where naturally “his people wanted to share 
in these Wells.” As chairman of the nom- 
inating committee. Mr. Edens then moved 
for the election of these candidates. 

J. Elwood Cox, president of the Com- 
mercial National Bank of Highpoint, N. C., 
was chosen as Treasurer of the Association 
at a meeting of the new Executive Council. 
Executive Manager Shepherd, General 
Counsel Paton, and Secretary Fitzwilson 
were re-elected to their respective offices. 


Acceptance 


coming Granger President of the American 
Bankers Association, and lo and behold! I 
discovered last night that he is the banker 
and his wife is the Granger.” 

In accepting the gavel, President Head 
said: 

“We have listened to the addresses dur- 
ing the sessions of this convention with 
a great deal of interest. 

“Grand and wonderful addresses they have 
been, to be sure. We do not come here 
only that we may listen to what is said, 
see what is done, go out of the building and 
forget about the things that took place here, 
only keeping in mind that at the end of an- 
other twelve months there will be another 
convention, at which time we shall all come 
together again in the belief that we will 
have a good time in meeting our friends, 
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in listening to addresses—but, on the other 
hand, if we are to profit as well from what 
has been said and done here, we will go 
out of this building and back to our re- 
spective communities in the belief that what 
we need during the interim between this con- 
vention and the one that will take place a 
year hence is action on the part of every 
single member of the American Bankers 


Association. 

“No man, be he president, vice-president 
or what not, can successfully manage an 
institution of the character of the American 
Bankers Association—and, therefore, I shall 
avail myself of the opportunity of calling 
upon past-President Puelicher and all of 
these past presidents who stood here a 
while ago and upon the first and second 
vice-presidents of this association for their 
loyal support during the coming year. I 
shall not stop there. I am going to ask 
you here and now to pledge to me your 
full support during the coming year, that 
when I ask you to help perform the duties 


of this great and gigantic organization and 
put into practice the things that we have 
determined upon here, that you will respond 


with a hearty ‘yes’. 

Mr. Head then called upon the past 
presidents, the first and second vice-presi- 
dents, the executive manager, the secretary, 
the presidents of divisions and chairmen of 
commissions and finally upon all the mem- 
bership, to pledge their support of his ad- 
ministration. Continuing, he said: 

“T could not and cannot refrain from 
referring to the very pleasant association 
I have had during the past year with Mr. 
Puelicher, who has served you so faith- 
fully and so well. There was no time dur- 
ing the year that he did not put into this 
organization every bit of his energy, de- 
voted practically all of his time and gave 
it the best thought of his entire life. The 
result speaks for itself. I feel that in 
going away from here we are leaving the 
best sessions that this Association has ever 
had. We owe to Mr. Puelicher a debt of 


gratitude, and from my standpoint I want 
to say here and now that, if he wants to 
take back home with him this gavel that 
he might retain it in his family during the 
remainder of his service to this Association, 
he may do so, because he will render this 
Association a service as long as he lives. 
I might say that we are not going to lose 
his service, because he has agreed to ac- 
cept again the chairmanship of the Com- 
mittee on Public Education, and in that 
capacity will help carry on the work that 
he has been doing during the last year. 

“T want to say to you, Mr. Puelicher, 
that I hand you back this gavel with a great 
deal more pleasure than you handed it to 
me. I hope that you will retain it, and 
that during the years to come it will be 
handed down by you to your children and 
by them to their children. 

“In looking back over the years that have 
passed while you were in the service of 
the American Bankers Association, we must 
recognize the great service that you have 
rendered to us.” 


Presentation to Mr. Puelicher 


HOMAS B. MC ADAMS, on behalf of 

the Association, presented to retiring 
President Puelicher a silver service. Mr. 
McAdams said: 

“To awaken the banker to a clearer con- 
ception of his opportunities for leadership, 
to educate broadly that truth rather than 
prejudice may determine the actions of in- 
dividuals and the policies of government, to 
stimulate the desire for generous service in 
behalf of the national welfare, to discour- 
age movements for unsound legislation or 
administration, conceived in selfishness and 
advocated in the interest of organized mi- 
norities, to stimulate individual initiative and 
protest against governmental interference 
with the proper development of private en- 
terprise, to develop in our people a grate- 
ful appreciation for the privileges of 
American citizenship, with the accompany- 
ing responsibility to protect unsullied and 
unspoiled those fundamental principles upon 
which our history is founded—to these prac- 
tical problems the energy and the ability 
of the administration now drawing to a 


Chicago 


N behalf of the Chicago bankers Ar- 

thur Reynolds read the following tele- 
gram which was referred to the Executive 
Council for action. 

“Since we are unable to reach them be- 
fore their next meeting by letter, will you 
not kindly convey to the proper officials 
the following invitation: To the officers 
and members of the executive council of 
the American Bankers Association, Atlan- 


close was devoted, with an earnestness and 
a fearlessness which commanded the ad- 
miration and respect of every American 
banker. 

“To commemorate the vitality of your 
administration, Mr. Puelicher, and to re- 
mind you constantly that, in addition to 
our appreciation for duty well done, we 
have the privilege of knowing you for what 
you are—this token of our good-will is now 
presented. In your year of unselfish ser- 
vice in behalf of banking and the protec- 
tion of the fundamentals of American so- 
ciety, the theories of an educator, the dreams 
of a poet, the soul of a musician, have 
enabled you to see truly great visions, with 
a practical viewpoint and experience of the 
trained banker combined with the character 
and fearlessness of real manhood, have priv- 
ileged you to convert into far-seeing policy 
and definite action. 

“Great achievements are necessarily based 
upon great motives. For the source of 
your inspiration we turn to the words of 
Kipling : 


And only the Master shall praise us, 
And only the Master shall blame, 

And no one shall work for money, 
And no one shall work for fame. 


But each for the joy of the working, 
And each in his separate star, 

Shall draw the thing as he sees it, 
For the God of Things as They Are. 


“May the ‘God of things as they are’ ever 
guide and protect you in your years of 
further service for Him and humanity. 

In response Mr. Puelicher said: “What 
can one say when the heart is full? My 
friends, we have been elected by this group 
to a membership in a fraternity, the noviti- 
ate of which takes just three years, 100 men 
in 100 years can become members of your 
group. We are usually elected at that time 
of life that when we enter we find rela- 
tively few remaining. I have appreciated 
my opportunity to serve my profession, my 
country, my kind and my God. I am 
indebted to you for a year, for which noth- 
ing that you could give me would I part 
with, and I now gladly become one of your 
group, one of the past presidents of the 
American Bankers Association.” 


Wants the Next Convention 


tic City: On behalf of the banks of Chi- 
cago, members of the Chicago Clearing 
House Association, I have much pleasure 
in extending to you an invitation to desig- 
nate Chicago as the place where you will 
hold the 1924 convention of your As- 
sociation. Chicago is a city well equipped 
to take care of the delegates comfortably, 
and in the event of the acceptance of their 
invitation, the Chicago banks pledge you 


their cooperation to make the meeting a suc- 
cess in every way. (Signed) George M. 
Reynolds, chairman, Chicago Clearing 
House Committee.” 

The Atlantic City Convention was the 
third largest in the history of the Associ- 
ation, having a registration of 4,473. The 
second largest was in Chicago in 1909, with 
a registration of 4,600, and the largest that 
of last year in New York with a registra- 
tion of more than 11,500. 


WALTER W. HEAD 


President Omaha National Bank, Omaha, Neb., New President of the American Bankers Association 
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The Justification of Capitalism 


By JOHN H. PUELICHER 


Retiring President American Bankers’ Association 


Has Broug ht More Comfort and More Leisure than any 
Other System Thus Far Tried. Without Capital there Is No 
Credit and Without Credit there is the Primitiveness of Barbar- 
ity. To Preserve the Good We Must Abolish Whatever Is Bad. 


HE world’s equilibrium, so ruth- 
lessly thrown out of balance, is 
slowly righting itself. Surely the 
ruinous passions of war are subsid- 
ing and the common-sense of peace is re- 
pairing war’s devastation. Large parts of 
Europe, for four long years the camp of 
destroying hatreds, are yielding to nature’s 
restoring demands. Men and nations are 
again at work. Production is supplanting 
destruction. The green of the field and the 
smoke of the factory are the peace offer- 
ings of industry to progress, to civilization. 
Last May, speaking at a public meeting 
in Washington, Secretary of State Hughes 
said: “Today, notwithstanding the gravity 
of unsettled issues, we find throughout the 
world ample reason for encouragement in 
the earnest efforts to remove the economic 
evils following the great war, in the ex- 
hibition of enhanced industrial capacity, in 
the swift repair of damaged areas, in the 
extraordinary extent of recovery despite all 
difficulties. So great has been the progress 
that it is not too much to say that. the 
whole aspect of affairs would instantly 
change if only means could be found to 
dispel the fear and apprehension which is 
the barrier to accord and to give a sound 
basis for the confidence which all desire.” 
To dispel fear, to dispel apprehension, to 
restore confidence, to bring better under- 
standing ! 


Progress Towards Recovery 


oe crying need of both Europe and 
America, from the standpoint of hu- 
manity, is for better understanding; the 
spirit of man’s brotherhood is expressing 
itself in attempts at better understanding, 
and where politics have failed, economic 
considerations are succeeding. The vagaries 
of the political dreamer, who would sus- 
pend the operation of economic law for 
Bolshevist-made law, are slowly finding 
their defeat. Industry and initiative are 
again assured recognition. Progress will 
live. The labor of men devoted to the 
readjustment of the world’s economic bal- 
ance are finding their reward. 

Great economic conferences seeking a 
cool, unselfish judgment of affairs and an 
understanding vision of the world situation 
in its true relation to man’s welfare, have 
given careful thought to many problems, 
to education, to trade, to industry, to trans- 
portation, to finance. The great March 
1923 meeting of the International Chamber 
of Commerce at Rome, at which the Amer- 
ican banker was responsibly represented, 
and at which an American banker—Willis 


H. Booth, one of our own co-workers— 
was elected president of that influential 
and important body, cemented many roads 
to that better understanding. Thirty-six 
nations found their way to Rome. Thirty- 
six nations came under unifying influence 
at Rome. Thirty-six nations confirmed “the 
conviction that America has contributed to 
the world something very effective and very 
impressive in its peculiar social and political 
philosophy of individualism.” Thirty-six 
nations, through their commercial organiza- 
tions, proceeded to make effective those 
fundamental considerations agreed to at 
Rome. The gathering at Rome, statesman- 
like in its deliberations, was the contribu- 
tion of commerce to peace, to progress, to 
civilization. One of our number, Fred I. 
Kent, a vital factor at the Rome confer- 
ence, continued his stay further to study 
conditions in Europe.. 

While: the solution of many of Europe’s 
most difficult problems is not yet apparent 
still many of the underlying influences 
which caused them have been corrected. 

The so oft expressed world humanitarian 
interest of America, lately evidenced in her 
work among Europe’s stricken peoples and 
again in the quick response to Japan’s great 
need, should assure Europe, when ready, 
of America’s definite, unselfish counsel and 
cooperation. It is certain that progress has 
been made toward a better understanding 
with the people of Europe. 


Radical Activity in America 


N our own country there are many 

evidences of need of a better under- 
standing. Socialism, Communism, Anarch- 
ism, Syndicalism, I.W.W.ism are seeking to 
make converts in their attacks upon the 
very foundations of our goverumcut, in their 
attacks upon the institutions which have 
made America a great democracy, affording 
more opportunities for success and hap- 
piness than anywhere else in the world. 
While at Rome was “confirmed the Amer- 
ican social and political philosophy of in- 
dividualism” as essential to progress and 
human welfare, at home its fruits are 
sought by those not willing to admit its 
advantages or share its responsibilities. 

Although every human being hopes for 
ultimate success, although success is the 
goal of all, warfare against the successful 
is volubly raging. The dreamer, usually 
honest but usually impractical, the dema- 
gogue, never honest but often too practical, 
the professional reformer for personal 
profit, are all preaching the gospel of un- 
rest, of class hatred, of disrespect for law 
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and order, of discontent with honest en- 
deavor. Their stock in trade is appeal to 
the jealousy and cupidity of the less fortu- 
nate. Capitalism is to be destroyed. In- 
dividual initiative is to be throttled; its 
rewards confiscated. The lazy and the in- 
dolent hope to secure to themselves the 
earnings of the thrifty and the diligent. 
As in Russia, some would use fcrce, others 
would through taxation “bleed capital 
white.” To justify confiscation, in one 
form or another, the faults of capitalism are 
magnified, its virtues decried. The wealth- 
producing and opportunity-distributing qual- 
ities of the capitalistic system are traduced. 
The fact is ignored that ninety per cent of 
our luxuries, our comforts, our necessities 
would disappear with the destruction of 
credit and that credit is an attribute of the 
capitalistic system. Where there is no 
capital, there can be no credit, and where 
there is no credit, there is found the primi- 
tiveness of barbarity. 


Value of the Capitalistic System 


© pleted as industry is rewarded by the 
possession and use of its accumula- 
tions can it be hoped that accumulations or 
capital will be striven for and preserved. 
Without the aid of capital or the accumula- 
tions of yesterday, each day is a new be- 
ginning. The scientific appliances which 
have lessened human labor and _ which 
make enlarged production possible, are the 
result of yesterday’s effort. Their fruits 
are felt in every home. 

The mechanical aids to production en- 
couraged under the capitalistic system have 
released human energy into a further multi- 
tude of inventions. Machinery has in- 
creasingly overcome the need and the hard- 
ship of manual labor, bringing increased 
opportunity, increased remuneration, in- 
creased possessions. 

The wonderful progress and prosperity 
of America are due to the protection of 
the reward of individual initiative. The 
reward of individual initiative is the out- 
standing attribute of the capitalistic system. 
When Russia substituted Sovietism for in- 
dividualism, only the generosity of the 
world saved her people from starvation. 

So that the inspiration of individual re- 
ward may remain the heritage of our 
people, equality of opportunity must be 
maintained; equality of capacity is a bi- 
ological impossibility. The first should be 
provided fully in accordance with each 
man’s capabilities; the latter is a Utopia 
seeking to wipe out the inequalities im- 
posed by nature. Man’s greatest oppor- 
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tunity is in his innate fitness—“talents, to 
every man according to his several abili- 
ties.” 

The capitalistic system has brought to 
all the people more comfort and greater 
leisure than has any other system thus far 
tried. Its higher evolution demands that, 
with the further development of the ma- 
chine, there must be given greater con- 
sideration to the development of the man. 
If we wish to preserve the good which 
this system brings to humanity, we must 
abolish in it whatever is bad and detri- 
mental to progress, to happiness, to liberty. 
Those men who have courageously and 
honestly demanded that the evils of the 
capitalistic system be corrected, should com- 
mand our admiration and respect. 


Evils to Be Corrected 


HERE should be no child labor. If 

it is impossible to restrict it legally, the 
moral force of the entire capitalistic sys- 
tem should protect child life and child op- 
portunity. It begins with protecting woman- 
hood and motherhood compelled to labor, 
and is intelligent self-interest, intelligent 
self-preservation. 

There should be no seven day labor 
week. “Six days shalt thou labor and do 
all thy work; but the seventh day is the 
Sabbath—in it thou shalt not do any work.” 

There should be no unduly long hours 
of labor, undermining the health of work- 
ers, and even where this is not true, pre- 
venting them from having proper leisure for 
family life, for self-improvement, for recre- 
ation, and, so that America may be better 
understood, for the requirements of her 
citizenship. This is all the more necessary 
because of the monotony imposed by many 
of our modern labor-saving devices. 

There should be no treacherous business 
cycle with its inflation or deflation, exces- 
sive wages or unemployment, “feast or 
famine.” Industry should seek levels which 
would result in constant production, avoid- 
_ ing excesses which lead to suspension of 
operation, resulting in home-destroying un- 
employment. 

Our Americanization efforts, meagre and 
too long postponed, have left vast multi- 
tudes of immigrants unfamiliar with Amer- 
ican institutions, American ideals. The ad- 
vantages of American political and economic 
life have been accepted by too many of 
our newly adopted citizens without under- 
standing. Should future immigration be 
viewed from the standpoint of greater ma- 
terial wealth for the already wealthy 
America, or should America insist on a 
quality of citizenship that will conserve the 
character and integrity of her institutions? 


Need of Better Understanding 


AY. system of society can last only if 
its adherents promptly abolish evils 
If this is not done from 
within, be assured it will be forced from 
without by those who will destroy with 


as they develop. 


the evil all that is good. I repeat, in our 
own country there are many evidences of 
need of a better understanding. 


“We are all blind until we see 
That, in the human plan, 
Nothing is worth the making if 
It does not make the man, 
Why build these cities glorious 
If man unbuilded goes? 
In vain we build the world unless 
The builder also grows.’’* 


In our own profession there are many 
evidences of a need of better understand- 
ing. We, as bankers, recognize above all 
other people, the benefits which our coun- 
try has derived from the Federal Reserve 
System. It has become a truism, that we 
could not have financed the war properly 
had it not been for the Federal Reserve 
System. Yet errors in detail are begin- 
ning to obscure in the minds of large 
numbers of our people the benefits which 
all have derived from this financial struc- 
ture. The result has been that Congress 
has amended the Federal Reserve Act in 
ways which appear not to have improved 
it. The addition to the Federal Reserve 
Board of members representing distinctive 
interests sets a dangerous precedent. Rep- 
resentation on a body such as the Federal 
Reserve Board ought to be for the benefit 
of all the people. Representatives ought to 
be appointed on account of their qualifica- 
tions and their technical training. There 
can be no objection to a farmer on the 
Federal Reserve Board, provided that the 
farmer understands the mechanism of 
finance and provided also that he will re- 
gard himself not as the advocate of 
measures which may prove of benefit to 
one industry of our people at the expense 
of others. The phrasing of the original 
act “commercial, industrial and geograph- 
ical divisions of the country” was clearly 
intended to bring about proper considera- 
tion of all the people, but by injecting the 
word interests and adding two more classi- 
fications—financial and  agricultural—the 
entire meaning of the sentence has under- 
gone a radical change—a change from the 
general to the specific. If a change was 
desirable, the change should have instructed 
the President in selecting appointive mem- 
bers to have due regard to the best in- 
terests of all the people and of the geo- 
graphical divisions of the country. 


The Federal Reserve 


HERE is great danger in tampering 

with the fundamental principles of the 
Federal Reserve System. There is also 
great danger in permitting its functions and 
purposes to remain misunderstood. The 
incidental weaknesses which have been de- 
veloped in its administration can readily 
be corrected. The unfavorable public 
opinion which has been drawn down upon 
the System can be corrected only by an 
intelligent understanding on the part of 
both the banker and the layman of its 
beneficent and_ stabilizing purposes. If 
America wishes a continuance of this finan- 
cial structure, if its charter is to be re- 
newed, its fundamental principles must not 
be perverted and American public opinion 
must be brought to an understanding that 
this System was the result of the most 
painstaking study of the financial systems 
of the civilized world; to an understanding 
of the interdependence of the Federal Re- 
serve System and American commercial 
life; and that unless intelligently supported, 
the present Federal Reserve Banks may 
follow the way of the First and Second 
Banks of the United States. 

We have a responsibility also concerning 
public opinion regarding the gold standard. 
The economic existence of a nation is 
dependent upon its medium of exchange. 
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The degree of stability of that medium 
determines the degree of that nation’s con- 
tinued well-being and progress; and because 
so much of the superstructure of any eco- 
nomic condition is based upon the character 
of money used, there are those whose 
jeremiad bewails money as the root of all 
the maladjustments in any economic society. 
They, therefore, seek continuous experi- 
ments with it or its entire abolition. 


The Gold Standard 


istory repeats itself and is doing 

so at the present time in the advocacy 
of fiat money, based on commodities, labor 
hours or land. It would seem that the 
disasters which printing huge quantities of 
paper money has brought to Russia and 
Germany would have served as a warning 
to those in this country desiring to over- 
throw the gold standard. It would seem 
that the confusion of minds in Russia would 
not have spread to this country. With our 
broader education it should be realized 
that money is a mere symbol of value, 
and generally speaking, not value itself. 
Hence the creation of money by govern- 
ment fiat does not, in any sense, increase 
wealth, and it is wealth which people need 
and desire and money only as it represents 
wealth. Wealth can be created only by 
production. Confusion in monetary stand- 
ards can do more to hinder production and 
thereby check the increase of wealth than 
can almost any other method known to 
man. People will cease to produce unless 
they receive a safe return. Bankers ad- 
vocate thrift. Thrift is a worthy endeavor 
in a country of stable currency, but a 
changing currency, as we have abundant 
evidence in past and present day history, 
“makes a mockery of thrift.” 

The gold standard is the result of evolu- 
tion. The evolution has been going on 
through the whole history of civilization. 
There is no scheme that has been proposed 
in recent years which has not been tried, 
in some form or other, countless times be- 
fore, always without success and always 
resulting in disaster to the nations or 
people conducting the experiment, usually 
also damaging their commerce with the rest 
of the world. 

Variability in value is sometimes urged 
against gold as a basis for currency. Gold 
may some day find a successor more in- 
variable as a measure of value. Since gold 
is a commodity it is subject to the law of 
supply and demand, and in conformity to 
this law there have been fluctuations in its 
value with the discovery of unusual quan- 
tities of gold. Nevertheless, these fluctua- 
tions have been so slight that experience 
has found nothing superior to it as a mone- 
tary standard, and there is no justification 
for trying that which has been tried and 
retried and found wanting. The record of 
failures covers the pages of history for our 
edification and guidance. 

From the earliest history of barter to 
the present day, through the greatest un- 
stabilizing experience of war ever known 
to humanity, the gold standard has main- 
tained the greatest stability for the mone- 
tary unit. 

With misapprehensions and misunder- 
standings in regard to the Federal Reserve 
System and the gold standard, both in- 
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strumentalities peculiarly in the bankers’ 
field, with a general misunderstanding in 
regard to the economic complexities of 
modern life, what will be the bankers’ con- 
tribution to peace, to progress, to civiliza- 
tion? 


Economic Education 


HE banker has outstanding 

progress toward caring for education 
within his profession. The American In- 
stitute of Banking is a truly unique and 
effective school. In membership it is the 
largest university in the world. By chapter 
contact or by correspondence, its advantages 
have been open to both city and country 
banker. It is probably the only school 
which includes in its enrollment all grades 
of professional ability. It has been founded 
on the rock of greater service to those 
within the profession and through them to 
all of our people. It has advanced bank- 
ing knowledge, banking purposes, banking 
ethics, banking ideals. Its purpose, an- 
nounced in a widely broadcast resolution 
asking for advancement on merit only, sup- 
ports fundamentally the philosophy of in- 
dividualism which has made American 
progress possible. “We believe in the 
equitable cooperation of employees and em- 
ployers and are opposed to all attempts 
to limit individual initiative and curtail pro- 
duction, and insofar as our profession is 
concerned, are unalterably opposed to any 
plan purporting to promote the material 
welfare of our members, individually or 
collectively, on any other basis that that of 
efficiency, loyalty and unadulterated Ameri- 
canism.” 


American Institute of Banking 


DUCATION rather than agitation is 
the world’s great need, and education 
intelligently directing. man’s work, rather 
than agitation destroying man’s work, will 
prove the world’s salvation. 

The institute is destined to serve as a 
model to other groups for the achievement 
of greater efficiency, greater harmony, 
greater service. Where there is a deter- 
mined unity of purpose and where that 
purpose is directed to the better qualifica- 
tion of the individual and, through the in- 
dividual, to the broader service of the 
group, there is little danger of the misun- 
derstanding which so frequently involve 
capital and labor. 

It is gratifying to see some of the great 
industrial corporations following in a 
measure the example of the American In- 
stitute of Banking, not as yet so much its 
educational example, as in the creation of 
a community of interest through a com- 
munity of benefit. Some corporations have 
created that community of interest—created 


loyalty, created responsibility--by making 
it possible for large numbers of their em- 
ployees to become partners or stockholders. 
In addition some have created a contact 
and like privilege between entrepreneur and 
employee, by inviting the latter to take over 
managerial functions, usually regarded the 
prerogative of the executve. The harmon- 
izing influence of a greater community of 
interest is being more and more recognized. 
When that once extends even to the educa- 
tional welfare of the members of the group, 
as it does in our profession, the strife 
which has so often paralyzed, will cease 
to be. Loyalty and responsibility will be 
found in its stead. 

The higher the qualification of the in- 
dividual, the higher the service expected 
of him. As the bank man and bank woman 
have advanced, knowledge and duty have 
continually imposed larger and broader 
services. 


Superficiality of Present Day 


T HE last few years have awakened needs 
in many fields. The banker of world 
perspective has read new economic symp- 
toms. His diagnosis has convinced him that 
the present unrest, the present superficiality 
of American economic opinion and action, 
with its resultants in discontent, in politics, 
in radicalism, come from a lack of under- 
standing and application of the laws which 
underlie the complexities of modern life. 

America has become a nation of headline 
readers, governed by the psychology of 
sensational, superficial, simultaneous sug- 
gestion. Surface wealth has been so easily 
procured that the nobility of work, the 
nobility of thought, the nobility of knowl- 
edge, have lost their savor. Without a strong 
foundation upon which to build sane and 
sound opinion and action, we vacillate hither 
and yon accepting, without study, each new 
doctrine, each shallow assertion. 

There is need to renew the zest for 
labor, for thought, for knowledge, for 
spirituality, if we are ever to realize the 
fruits of a better understanding of man’s 
relation to man, to industry, to commerce, 
to government, to life. 

The laws which govern in the field of 
economics, the laws by which we work 
and live, are the laws which must be 
understood if we are to know a right re- 
lationship between capital and labor, if we 
are to retain such necessary adjuncts of 
our economic life as the Federal Reserve 
System and the gold standard, if we are 
to reach high individual development and 
satisfaction, if we are to succeed in wiping 
out the evils which threaten, if we are to 
save the splendid virtues and institutions 
of the capitalistic system. 

Noble and complete 


manhood and 


womanhood are the highest creation of 
this universe. The true American is still- 


_that staunch character, responding to the 


call of duty, to the voice of fairness to 
neighbor, of loyalty to country, of faithful- 
ness to his God, courageous in the main- 
tenance of right as he sees the light, living 
for an ideal in this life or in the-life to 
come. It is this American who is asking 
for help in understanding. 


The Duty of the Banker 


HE banker has that contact with life 

which is enlightening of the needs of 
our people. Banking brings with it. that 
training and experience which inbreeds a 
knowledge of life’s basic laws. Bankers 
cannot refuse to share—for the sake of 
America’s future, for her progress, for her 
liberties, for the sake of her citizenship 
whose equal shall not have been in Greece 
or Rome. 

The banker is the economist in business. 
America’s troubles are economic. The 
banker worthy of his profession, the In- 
stitute graduate worthy of his diploma, 
find here a new field of activity through 
which to.support the purposes of their 
profession, their professional ideals—to 
advance that knowledge which will bring 
harmony where now is strife, which will 
smooth the roads to that better understand- 
ing between man and man, which will show 
the futility of a greed that expresses itself 
in bloc or class activity, which will prove 
“the unity of social interest.” The unifying 
influences of economic necessity will be- 
come a continually growing factor in the 
peace of the world, both political and in- 
dustrial, as the economic contribution of 
each unit to the economic needs of all units 
and as the inter-relations of all men and 
all countries are better understood. 

It is America’s right to look to the banker 
for definite well-ordered, intense research 
into the science of money and banking and 
for the formulation and promulgation of 
sound economic doctrine, sound economic 
policies among her people. 

“Who shall measure the difference be- 
tween the power of those who ‘do and 
teach’ and who are the greatest in the 
kingdoms of earth as of heaven—and the 
power of those who undo and consume— 
whose power, at the fullest, is only the 
power of the moth and the rust?” .. . 
“The three great Angels of Conduct, Toil 
and Thought (are) still calling to us, and 
waiting at the posts of our doors, to lead 
us, with their winged power, and guide 
us with their unerring eyes.” Suppose men 
“should ever arise who heard and believed 
this word, and at last gathered and brought 
forth treasures of—Wisdom—for _ their 
people?” 


_ 


Bankers’ Declaration of Principles 


HE bankers of the United States 
in convention assembled in this the 
forty-ninth annual meeting of the 
American Bankers Association re- 
view their half century of organized effort 
with reasonable pride and satisfaction as 
a period marked by constant progress to- 
ward sounder policies and higher ideals in 
their important branch of business. Their 
united effort is directed toward the in- 
crease of knowledge and understanding in 
their chosen field to make for greater 
service on their part and an appreciation 
on the part of the public of the facts and 
purposes which underlie their activities. 


Prosperity Sustained 


Shs orderly transition from boom con- 
ditions to those of tempered but sus- 
tained prosperity has been the outstanding 
achievement in the field of American busi- 
ness and finance in 1923. The volume of 
business, as measured by basic production, 
reached an unprecedented level in the first 
half of the year. The advance in com- 
modity prices was rapid, and bank loans 
were expanding. Recognizing the dangers 
inherent in such a situation—for heretofore 
drastic reactions have usually marked the 
end of similar periods of general expan- 
sion—business leaders and bankers co- 
operated in preserving a degree of caution 
which made possible the maintenance of 
generally prosperous conditions, uninter- 
rupted by violent readjustments. In this 
experience leaders in business and finance 
have demonstrated their capacity for vision 
and initiative. 


Banking Conditions 


MONG the most favorable factors in 

the present situation is the strong posi- 
tion of our banks. Loans and discounts 
of the member banks of the Federal Re- 
serve system on June 30, 1923, were $1,076,- 
328,000 less than on Nov. 15, 1920, while 
the bills payable and rediscounts of the 
same banks amounted to less than 34 per 
cent of the 1920 figure. During this period 
the combined net demand, time, and gov- 


ernment deposits. of the member banks - 


increased by $2,224,223,000, showing, in 
view of the decline in loans, a large net 
increase in actual cash deposits. 

We note with satisfaction that although 
a greater activity in production and trade 
has been financed by the banks this year 
than in 1920, there has been no such pyra- 
miding of credit as took place three years 
ago. 


Gold 


HE comparative figures of reserve 

ratios must be interpreted in the light 
of the enormous growth in the gold hold- 
ings of the country. The extraordinary 
flow of gold into this country during and 
since the war has brought our stocks of 
gold coin and bullion up to $4,049,000,000 


on July 1, 1923, as against $1,891,000,000 
on July 1. 1914. Although more than 
$3,000,000,000 of the total gold stocks is 
held by the Federal Reserve banks, the 
TFederal Reserve Board has properly made 
it clear that the reserves are not to be 
regarded as a basis for proportionate credit 
expansion. We believe that the gold re- 
serves are so large that anything approxi- 
mating their full utilization for credit ex- 
pansion would involve an inflation which 
could hardly fail to end in disaster. More- 
over, it is apparent that the heavy importa- 
tion of gold was the result of temporary 
and abnormal conditions, and that it will 
be impossible to retain all of the present 
stock of gold in this country permanently, 
even if it were desirable to do so. 

On the other hand, there is no occasion 
for extraordinary devices for disposing of 
the metal. Such a redistribution of the 
world’s gold holdings as may be called for 
by the future course of international trade 
and currency readjustments should be left 
to the operation of ordinary agencies in 
international trade. 


Excessive Regulation 


HE present demonstration in this coun- 

try of the advantages of individual 
initiative and self-direction has been made 
at a time when the menace of unwar- 
ranted extensions of government inter- 
ference and regulation in business is es- 
pecially pronounced. 

In defiance of economic law, groups 
whose commodities or service are tempo- 
rarily depressed in relative market values, 
clamor for government action in their be- 
half, when the only. real relief can come 
from those economic readjustments which 
lie outside the sphere of proper govern- 
ment action. 

Despite the interference with the activi- 
ties of commodity exchanges, the need for 
orderly exercise of the speculative function 
in business persists. Suppression in this 
field reacts most harmfully upon the very 
interests which it is intended to benefit. 

The cry for government purchasing of 
wheat or the fixing of its price above the 
market, is another case in point. Obvi- 
ously, the corrective for inadequate prices 
of wheat is an adjustment of production 
to demand which reflects the requirements 
of consumption. Raising the price by 
government interference would tend to 
perpetuate the relative over-supply of the 
commodity. Domestic production would 
be stimulated by the artificial price. And, 
unless the Government promptly takes a 
loss by marketing abroad its purchased 
stocks, the output of other wheat-growing 
countries would rise to meet the require- 
ments of importing countries. In any case, 
price fixing would bring no permanent re- 
lief, and the immediate cost of the experi- 
ment would fall upon the taxpayers. 
Moreover, if the Government is to under- 
take to raise the price of one commodity 
by such means, producers of innumerable 
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other products might, with equal warrant, 
lay claim upon the taxpayers’ money. 


Radicalism 


WE regard the continued agitation for 
so-called nationalization of industries 
as a menace to national welfare. It is 
linked with the persistent efforts to under- 
mine the fundamentals of the American 
system of government. Government owner- 
ship in the field of industry weakens the 
economic structure. With a minimum of 
necessary regulation, the bases of freedom 
for individual enterprise must be preserved. 

We express again our firm conviction 
that the forces and ideas which have de- 
veloped our country to its present un- 
surpassed position must not be denied or 
repudiated in vain pursuit of Utopian 
dreams. 


Taxation 


A= the multiplicity of govern- 
ment activities, witn the amazing 
growth in the number of public employees, 
has added enormously to the burden of 
taxation. There are now more than half 
a million employees of the Federal Govern- 
ment alone; and, including employees of 
state and local governments, the total num- 
ber on the public payrolls is estimated at 
more than 1,500,000. 

The tax burden is enhanced by needless 
inequalities in its apportionment. The com- 
plete tax exemption of many billions of 
dollars of public securities is an important 
factor in the unequal distribution of the 
burden, and the necessary action for the 
gradual elimination of this feature of our 
fiscal system should be promptly taken. 

The rates of sur-taxes on incomes should 
be revised downward. It is evident that 
their legitimate evasion is a disturbing ele- 
ment not only in our tax system, but in the 
security markets as well. The rapid in- 
crease in the tax burden is shown by the 
increase of the per capita tax since 1914 
from $22.95 to $79.15. We call attention 
to the disastrous results, previous periods 
of high taxation when public expenditures 
have run so far ahead of economic develop- 
ment that they caused serious reactions 
and impairment of credit. Tax-levying 
bodies cannot hamper the legitimate func- 
tions of private business by depriving 
business of necessary capital and penalize 
thrift and enterprise without in turn de- 
stroying values and retarding progress. 


Federal Reserve System 


HE association calls attention to the 

special report of its Economic Policy 
Commission. It believes that this report 
embodies the views of the best friends of 
the system, and it expresses the hope that 
the Federal Government may adopt the 
suggestion made in this report. We would 
call special attention of all bankers to this 
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report and urge their support of its recom- 
mendation. 


Wages 


USINESS is confronted with the handi- 

cap of excessive labor costs of pro- 
duction, reflecting wage scales which have 
been raised out of proportion to general 
prices or cost of living. , 

The advance in industrial wages since 
February has been greater than in any like 
period since 1920. In July, wages in repre- 
sentative New York State factories, for 
example, were 118 per cent above those 
for July, 1914. 

The cost of living in July, as measured 
by the index compiled by the National In- 
dustrial Conference Board, was only 62 
per cent above the pre-war level. 

It is to be noted that since the pay of 
other workers—for example, farm wages 
and the compensation of office employees 
—has not advanced proportionately, the 
highly paid workers in the preferred posi- 
tions are benefiting at the expense of their 
fellow workers in other lines. 

Some recognition of this fact by those 
among the favored workers who demand 
increased pay for less work would be help- 
ful. That the basis of all wage payments 
which are warranted is in the service ren- 
dered, is a truth too little understood. 

The pressure of public opinion should be 
directed toward the encouragement of the 
resort to voluntary arbitration in cases 
where direct negotiations between em- 
ployees and employers fail to reach an 
agreement. The resort to force in the form 
of strikes entails needless costs and hard- 
ships for the public. 


The Coal Strike 


§ gens recent strike of the anthracite coal 
miners, which has been settled for the 
time by a further wage concession to the 
mine workers, has agai demonstrated the 


public’s relative helplessness with the 
powerful monopoly of organized labor in 
this industry. The people feel a growing 
resentment over the prospect of constantly 
enhancing prices for anthracite imposing 
a further burden upon the already op- 
pressed consumer, and look to the govern- 
ment for the protection of the public in- 
terest which has apparently been to a 
degree forgotten in the agreement which 
has been reached in the present contro- 
versy. The belief that the mine workers 
have taken advantage of their strong posi- 
tion to obtain wage advances that are out 
of alignment with wages in other indus- 
tries, is strong, and may be expected to 
lead to efforts to escape the exactions of 
this monopoly. The adoption of other 
kinds of fuel to an increasing extent is 
probable. Meanwhile the public is entitled 
to receive from the government the fullest 
information as to all the facts in regard 
to the anthracite situation, covering every 
phase of production and distribution. Such 
a record will afford a basis for action, 
which will finally be inevitable to bring 
the coal industry in fair relation with other 
branches of business. No settlement that 
tends away from this relation can be ex- 
pected to endure. 
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Immigration 


HE numerical restrictions upon im- 

migration imposed by the present law, 
do not, in our opinion, represent a satis- 
factory immigration policy. Net immigra- 
tion last year, 265,000, was less than one- 
fourth that in 1913. Mere restrictions of 
numbers does not assure the desired re- 
sult—the selection for admission of the 
most fit among the applicants. This law— 
limiting, with certain exceptions, the num- 
ber of immigrants of each nationality ad- 
missible in any fiscal year to 3 per cent 
of the numbers of the foreign born of 
the respective nationalities residing in this 
country in 1919—excluded many who are 
clearly fit socially and industrially for ad- 
mission, and who could make genuine con- 
tributions to the national welfare. This 
emergency measure, adopted during a 
period of widespread unemployment and 
designed primarily to restrict the number 
of immigrants, is not a suitable expression 
of a permanent immigration policy. The 
law should be liberalized by providing for 
selection on the basis of quality, the selec- 
tion to be made abroad as far as practical. 
We advocate improved methods of examin- 
ation, selection, reception and distribution, 
and regard our present haphazard and un- 
fair system as a violation of international 
courtesy and an economic and social error. 


Railroads 


pyrite many handicaps, some of 
them the results of the disturbed con- 
ditions during the war and of government 
operation, American railroads have been 
able this year to meet the requirements of 
the largest volume of traffic in their history. 
Although the roads have been able this 
vear to earn the estimated fair return in 
only a brief period in the spring, aggres- 
sive efforts are being made not only to 
reduce rates, but to reduce valuaticns for 
rate-making purposes to absurdly low 
figures. ‘It is in the interest of the public 
that the Transportation Act should be given 
a fair trial and that the carriers he per- 
mitted earnings adequate for the mainte- 
nance and development of the systems. 
Adequate transportation is a business fac- 
tor of such vital importance to our national 
life that we vigorously oppose any efforts 
to injure the credit or reduce the operating 
efficiency of our railroads in the assumed 
interest of any class or section. We are 
confident that such a destructive policy, if 
successful, would not only react seriously 
upon the general business situation, but 
most painfully upon our agricultural in- 
terests and the various classes of labor 
involved in the operation of the roads. 


Agricultural Credits 


HE criticism of the Federal Reserve 

System as inimical to the interests of 
the farmers, and the agitation for an ex- 
pansion of its activity in the field of agri- 
cultural credits, still persists. Such an at- 
titude indicates a failure to realize that 
the usefulness of the system depends on 
its ability to serve impartially the credit 
needs of all sections and industries. 

The new machinery of agricultural credit 
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adopted last year, though of doubtful value, 
should be allowed to demonstrate its effec- 
tiveness without further tinkering. 

The fact that the relative purchasing 
power of farm products as a whole has 
been increasing in recent months, is evi- 
dence that gradually the prices of these 
products are assuming a more nearly nor- 
mal relation to general prices. The index 
of purchasing power of farm products in 
July, as compiled by the Bureau of Agri- 
cultural Economics, was 72 per cent of 
1913 purchasing power. This compares 
with 68 per cent at the beginning of the 
year and 64 per cent in August and Sep- 
tember of last year. 

Further improvement in the economic 
position of the farmers is to be sought 
in continued reliance upon the readjust- 
ments of supply to demand, rather than 
upon artificially cheap credit or subsidies. 
This association, through its Agricultural 
Commission, will continue its endeavors to 
cooperate in the farmers’ organizations, 
agricultural colleges,“and other bodies to 
the end that there may be a sane develop- 
ment of the farming industry and all of its 
branches. 


Soldier Bonus 


HE menace of the proposed bonus, or 

“adjusted compensation,” for ex-service 
men, which was defeated by vote of the 
President last year, persists. That pro- 
posal would have added some $4,000,000,000 
to the national debt, already heavy. There 
is no sufficient justification for such an 
added burden upon the taxpayers as the 
bonus would entail. 

This committee renews its former state- 
ment of its interest in the welfare and 
comfort of our disabled soldiers, but sees 
in an indiscriminate allotment of money to 
ablebodied veterans a serious menace to the 
credit of the nation and a_ tremendous 
drain upon an already heavily taxed 
Treasury. 

Generous aid should be readily available 
to every needy soldier, but there seems 
to exist no justification for the unrestricted 
grant of public funds which is proposed by 
the bonus bill which Congress will probably 
be urged to pass. 

Five years have now elapsed since the 
war was ended. There is today little un- 
employment in the country, and soldiers 
have been reabsorbed in industrial and 
commercial life, and surely any need for 
temporary aid that might have existed im- 
mediately after the war has long since 
passed. 


Savings Bank Deposits 


[NStITOTIONS receiving savings de- 
posits should be under the jurisdiction 
and supervision of banking departments 
with proper uniform rules and regulations. 
Such deposits should be invested in securi- 
ties of unquestionable value and safety. 
The association is emphatically opposed to 
the acceptance of savings accounts by busi- 
ness firms and other establishments that 
are not compelled to conform to those rules 
which are designed to safeguard savings 
deposits. 


y 
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Fraudulent Securities 


HE American Bankers Association re- 

affirms its view so frequently expressed 
of the need of stamping out the issue and 
sale of fraudulent securities. It urges co- 
operation with the Investment Bankers’ As- 
sociation, Better Business Bureaus, and all 
other legitimate bodies to attain this end 
and protect the public against the machina- 
tions of unscrupulous and unprincipled in- 
dividuals and firms, 


Branch Banking 


O the end that ways and means may be 

devised to carry out the spirit of the 
resolution about branch banking passed by 
this association last year, it is recommended 
to the executive council of the association 
that it authorize the appointment of a 
committee with suitable appropriation to 
safeguard the present unit system of bank- 
ing. 


State Departments 


E desire to express our approval of 

legislation looking toward the stand- 
ardization of state bank departments, to 
the end that such departments shall be 
distinct and independent agencies of state 
government, with sufficient authority to en- 
force observance of the laws affecting bank- 
ing activity, and to control the issuance 
of new banking charters. 


Hospitality 


Gane outstanding success of this conven- 
tion was due in a certain measure to 
many who have assisted in the working out 
of its details, and we desire to express our 


appreciation of the hospitality of our 
Atlantic City hosts and of all others who 
have contributed to the comfort of our 
delegates and guests. 


Obituary 


E desire to express the sincere re- 

grets of this association for the 
death of a former president, Caldwell 
Hardy, chairman of the Board of the Fed- 
eral Reserve Bank at Richmond, Va. As 
an executive of this association, as a banker 
and as a citizen, Mr. Hardy rendered a full 
measure of service for which we desire to 
express the appreciation of the many who 
came in touch with his life work, and we 
extend to his family our sincere condo- 
lences. 

We desire to express the sincere regrets 
of the Association over the deaths of for- 
mer President Walker Hill of St. Louis 
and J. D. Powers of St. Louis. 


President Puelicher 


HE Association takes this occasion to 

express its keen appreciation of the 
energy displayed by its retiring President 
in furthering the interests of the Associa- 
tion and especially the cause of economic 
education in the country. Under the pro- 
gressive leadership of President Puelicher, 
a campaign has been inaugurated which 
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will carry to our school children true 


teachings of economics, which will do more 
than anything else to prevent the spread of 
radicalism in this country. 


American Institute of 
Banking 


LOSELY related to the efforts of 

President Puelicher in furthering the 
work of public education in the American 
Bankers Association is the work of the 
American Institute of Banking. 

We acknowledge the splendid progress 
made by the American Institute of Banking 
Section, and we recognize the institute as 
an essential agency for training and de- 
veloping the bankers of the future. We 
pledge our hearty support to its undertak- 
ings and our full cooperation in its activi- 
ties, : 


European Situation 


the past year the effect upon 
the United States of the serious con- 
ditions existing in Europe has become 
more and more noticeable in our foreign 
trade and has finally begun to curtail our 
domestic production as well. It is our 
firm belief that if we do not recognize and 
accept our responsibilities in connection 
with the reparations questions which are 
preventing our Allies and Germany from 
coming to an agreement that will re-estab- 
lish peaceful conditions in Europe, that 
both our foreign and domestic trade will 
continue to suffer seriously. We again 
urge upon the Administration the advisa- 
bility of giving an official standing to our 
representative on the Reparations Commis- 
sion in order that he may express his 
opinion with his vote; and further recom- 
mend that the Debt Funding Commission 
immediately enter into negctiations with 
Great Britain and France in connection 
with such part of the reparations questions 
as may be included in the interallied in- 
debtedness in order that the commission 
may be in position to make such recom- 
mendations to Congress as it may consider 
desirable and to the interest of the United 
States. 

In making these recommendations we 
would particularly call attention to our 
former warnings as to the effect of the 
European difficulties on the trade of this 
country and the fact that events have 
proved our judgment correct. 

A policy of complete isolation from Euro- 
pean affairs cannot be maintained indefi- 
nitely without grave danger to our own 
interests. The example of Austria, aided 
in part by American capital in the re- 
habilitation which is now clearly in prog- 
ress in that nation, indicated the methods 
by which America may in due course, 
when the will to establish political, finan- 
cial and economic stability and maintain 
peace has been convincingly demonstrated 
abroad, be a powerful influence in the bet- 
terment of other continental countries. 


Conclusion 


N the midst of the many puzzling eco- 
nomic problems which the world faces 
today, largely resulting from the political 


differences and ambitions of rival nations, 
the conclusion is inevitably forced on the 
impartial observer that the primary need 
of the world is moral and spiritual re- 
generation as the essential basis for eco- 
nomic recovery. Until the nations of the 
world are willing to liquidate their hates, 
they can make slight progress toward 
liquidating their debts. Until the dominat- 
ing forces of greed and selfishness are miti- 
gated by a higher regard for the rights of 
others, until a larger degree of international 
good-will supplants racial animosities, until 
a higher regard for moral obligations and 
human welfare characterize the practices of 
men, the many economic problems incident 
to the operation of these evil forces will 
await solution. While the purposes which 
dominate the councils of the nations are 
political, rather than economic, are selfish 
rather than fraternal, are following the 
forces of expediency and _ opportunism 
rather than the ends of justice and right- 
eousness, there can be little hope for im- 
provement in the existing order. Until 
ideals of human welfare, of a just dis- 
tribution of earth’s bounties and a righteous 
observance of thé common good are more 
firmly implanted in the minds of men, we 
must expect the constant conflict of in- 
terest and its expression in political, social 
and economic disorder. To the ends of 
a better understanding, not only of the 
purposes of business, but of life, that a 
better order may be established among 
men, the bankers of America dedicate 
themselves in united effort to attain and 
maintain those ideals of civilization upon 
which alone human society can soundly 
rest. 

Francis H. Sisson, Chairman (Public Re- 
lations Commission); Fred I. Kent, 
Vice-Chairman (Commerce and Ma- 
rine Commission) ; Walter Lichtenstein, 
Secretary (Economic Policy Commis- 
sion); Burton M. Smith (Agricultural 
Commission); Evans Woollen (Trust 
Company Division) ; Charles H. Deppe 
(Savings Bank Division) ; Thomas R. 
Preston (National Bank Division) ; 
Francis Coates, Jr. (Clearing House 
Section; Edwin V. Krick (American 
Institute of Banking); Mrs. Helen M. 
Brown (State Secretaries’ Section) ; 
A. E. Adams (Federal Legislative 
Committee). 


W. S. Bucklin Elected President 


William A. Gaston has announced his resigna- 
tion as chairman of the board of directors of 
The National Shawmut Bank, Boston. Alfred L- 
Aiken was elected to the vacancy. Walter S. 
Bucklin, president of the Liberty Mutual Insur- 
ance Company, was elected president of the bank. 
Mr. Gaston will continue active as a director. 
Mr. Bucklin helped organize the Liberty Mutual 
Insurance Company in 1912 and was elected presi- 
dent in 1914. Mr. Bucklin is also vice-president 
and general manager of the United Mutual Fire 
Insurance Company. 


Bank Clearings in New York during August 
amounted to $14,778,137,428, the smallest total 
since February, 1921, the Irving Bank-Columbia 
Trust Company points out and adds: “This com- 
pares with $16,645,489,481 in July, itself smaller 
than any preceding monthly total for the present 
year. The August New York bank clearings were 
12.8 per cent below those of a year ago. In 182 
outside cities the August total was $14,594,565,312, 
which was 8.8 per cent more than in the same 
cities a year ago, and with the exception of 
February, 1923, the smallest since November, 1922. 
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The Economic Stage and 
the Banker’s Role 


By CHARLES E. MITCHELL 


President National City Bank, New York 


Explanation of the Recuperative Powers of the United 
States. Opportunities for Export Trade. Difficulties to Be Faced 
When Europe Becomes Stabilized. Removal of Handicaps on 
Enterprise. Europe Waiting for Gold to Turn Balance of Trade. 


HE American Bankers Association 
convenes this year with business 
conditions of the moment the most 
favorable the country has known 
since our entry into the great war, and I 
do ‘not except the periods during or those 
immediately following the war. Everyone 
of business judgment recognizes, and in fact 
knew at that time, that the conditions of 
those years were abnormal, that we were not 
on a sound and permanent basis and that 
sooner or later a settlement day was coming. 
The crisis of 1920 and 1921 was severe—in 
fact, perhaps the most severe in the history 
of the business world, because practically all 
the world had shared in the conditions that 
led up to it and was involved in the col- 
lapse. In our own country the fall of 
prices was without a precedent, because 
the state of inflation had been more gen- 
eral and the disorganization of world trade 
and industry greater than ever before 
known. As the war temporarily increased 
the dependence of Europe upon this coun- 
try, so the expansion of our production 
to meet the temporary needs of Europe made 
us more dependent upon European markets 
than we had been before, and the ordeal 
of readjustment was inevitable. The man- 
ner in which the United States passed 
through this ordeal, put its losses behind 
it, and regained prosperity is something 
over which we may feel profound satis- 
faction. Our productive powers are intact; 
they are functioning efficiently; and our 
banking and financial system is equal to 
any demands that may be laid upon it 


Within Our Borders 


F we look for the explanation of this 
wonderful demonstration of the inher- 
ent strength and recuperative powers of the 
United States, we will find at least 90 per 
cent within our own borders. The growth 
of our population, the natural, irresistible 
impulse of our people to business and to 
progress, and the diversity of our resources 
which makes us so nearly self-supporting 
account for the revival of industry and 
trade. We are wont to pass over too lightly 
the tendency in this country toward growth 
and improvement. Who would have thought 
when the war ended, for instance, but that 
the enlargement of our iron and steel indus- 
tries, built up to supply war demands, would 
have been far more than sufficient ta meet 
the requirements of our country for a decade 


to come? Yet iron and steel production 
this year has been practically at capacity. 
Generally speaking, our leading lines of 
manufacture have been surpassing the rec- 
ords of wartime production. The fact is 
that our industries are so diversified that 
they support each other, forming a great 
circle of exchanges within themselves, and 
if kept in balance, there is almost no limit 
to their development. 


Breaking Away 


- the past five years we have been grad- 
ually breaking away from economic de- 
pendence upon the outside world. Before 
the war, we were largely dependent upon 
Europe for a market for our agricultural 
products, but our margin of surplus in these 
products is now comparatively small. We 
no longer depend upon Europe for capital, 
but are able to supply capital to her and 
other countries, and in so doing, markets 
are opened for our manufactures. We 
have bemoaned the fact that farm prices 
were low as against higher commodity 
prices. The economic law is gradually 
taking care of this discrepancy. Our 
industrial growth means the growth of 
an industrial population, and an increas- 
ing consumption of farm products at 
home. The demand for labor in the mills, 
mines and factories draws upon the farms 
so long as farm prices are lower than in 
the industrial field, cuts down farm pro- 
duction, and at the same time increases 
the demand for products from the farm, 
and gradually, but assuredly, the restora- 
tion of the balance between agriculture and 
industry asserts itself. 

The time has come to take account of 
the ability of this country to establish an 
equilibrium, with the center of gravity with- 
in itself. 

We continue to have a reasonable amount 
of export trade. The opportunities for 
trade outside of the disturbed areas of Eu- 
rope are so great that our dependence upon 
the latter is comparatively slight, and yet 
business with those disturbed areas con- 
tinues in moderate volume. We take from 
them little that is essential to us, but what 
they take from us is vital to them. The 
disturbance of European trade results in 
developments elsewhere in the world. If 
Germany, for example, imports less of raw 
materials, it follows that she will export 
less of finished goods, and that other coun- 
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tries, the United States among them, will 
manufacture and export more. The cutting 
out of any country, in whole or in part, 
from the circle of world trade occasions 
a shock and a temporary break in the cir- 
culation of products—just as the loss of 
a limb from the human body causes a 
shock to the entire system—but just as blood 
circulation will again establish itself, so 
world trade will be resumed through new 
connections and eventually be as vigorous 
as before. Thus, for instance, we see that, 
while in 1913 the share of the United States 
in all the imports of Latin-America was 
25 per cent, in 1921, the latest year for 
which figures are available, it was 45 per 
cent, and in the seven months of this year 
ending with July, our exports to Latin- 
American countries increased over what they 
were in the corresponding months of 1922 
by a gain of 21 per cent. In those seven 
months our total exports to countries out- 
side of Europe aggregated $1,172,000,000; 
and, mark you, there was little difficulty in 
paying for those products, for their exports 
to us in the same months aggregated $1,- 
680,000,000; that is, they sold to us $500,- 
000,000 worth of products in excess of what 
we sold to them. Moreover, those impor- 
tations were only in small part manufac- 
tures; they were raw material or food prod- 
ucts, either non-competitive with our prod- 
ucts or required in addition thereto. 

It has long been our custom to settle ad- 
verse balances in South America, Asia and 
elsewhere by means of our credit balances 
in Europe, the latter making payment for 
the most part in manufactures. With the 
decline of European trade, we have been 
doing more business with the rest of the 
world direct. 


Real 


E are enjoying in this country today 

a real state of prosperity, and we 
should be cognizant of it and instill, so 
far as we are able, a spirit of confidence 
throughout Business America that will ex- 
tend the life of the prosperous period. I 
am not arguing that permanent prosperity 
is assured to us. That can no more be 
true of any people than of any individual. 
I would urge, however, a recognition that 
we have emerged from the earthquake of 
war and the tidal wave of depression that 
inevitably followed. So far as American 
business as a whole is concerned, the war 
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is over and is paid for. The great sum 
of indebtedness owing on that account from 
foreign countries represents commodities 
sold years ago, and while I-am not advocat- 
ing the wiping out of that indebtedness, I 
say that if we never got a penny of it, we 
would be no worse off than now. All that 
is behind us. Let us appreciate and enjoy 
and prolong as long as we can the prosperity 
of the present. 

But while we do enjoy the present, let 
us not be unmindful of the difficulties Ameri- 
can business must meet in the next few 
years, when conditions the world over, and 
especially in Europe, become stabilized and 
their business and trade become active. Our 
problems of the future will arise, not from 
a diminishing trade by other countries, but 
from their recovery and reappearance as 
competitors, and we need to prepare our- 
selves for the inevitable competition of 
other countries, and especially European 
countries, in all markets of the world, in- 
cluding our own. Foreign competition is 
not altogether without its benefits, for it 
acts to stabilize the price level, to restrain 
the tendency to inflation and to keep in- 
dustry in touch with production costs abroad, 
but, to say the least, it is trying. I am 
not afraid of the ability of this country 
to compete in the long run and to obtain 
an ample share of world trade, provided 
we now recognize that that competition 
is coming, that it is going to be vigorous, 
and that to meet it we must loosen every 
restraint to American industrial develop- 
ment to the end that in this country there 
may be an efficiency which will overcome 
a higher standard of living and still make 
us able to do business on the world’s price 
level, 


Relieve Enterprise 


E want enterprise relieved of the fear- 
ful penalties to which it is now sub- 
jected. 

We want a revision.of the present in- 
come surtaxes that dam the natural flow 
of wealth in the channels of wealth produc- 
ing enterprise and divert it into tax-exempt 
investments that mean State and municipal 
non-productive development and waste. 

We want economy in Government expen- 
ditures that will bring relief from taxation 
as fast as it can be given. We want the 
oppressive hand of the Government taken 
off of business, and freedom given to in- 
dividual enterprise. 

We want the Government out of the ship- 
ping business where, at enormous cost, it has 
been proved that such oppressive measures 
as the Seamen’s Act prevent any profitable 
operation of an American merchant marine 
—and we want the Government out of 
every other business because every experi- 
ment in Government management demon- 
strates its disqualifications in that field. 

We want to see a chance given to our 
railroads, which constitute the very arteries 
through which commerce must flow. We 
want recognition given to the fact that 
these railroads, although laboring under 
great difficulties, have been handling the 
largest volume of traffic in the history of 
the country in a most efficient manner. The 
railroads cannot go on indefinitely financ- 
ing for the purchase of equipment and the 
improvement of their service through bor- 


rowing 9834 cents of their requirements 
and obtaining 1% cents from stockholders, 
which is the record of the past four and 
one-half years. Railroad credit must be so 
restored that a portion of new capital re- 
quirements may always be met by the sale 
of stock, and to do this, railroads must 
be allowed to earn profits that will give 
their stocks a standing high enough to 
attract new money in a competitive market. 
I view it as one of the most important con- 
ditions for the future that the guarantys 
contained in the Esch-Cummins Railroad Act 
shall be maintained. 

We want, above all, an ever increasing 
economic understanding of the difficulties 
we must overcome. 


Redistribution of Gold 


HERE are certain conditions often re- 

garded as favorable which will actually 
work to our disadvantage under the stress 
of competition. One of them is our ex- 
cessive accumulation of gold, which is grow- 
ing from month to month. Every banker 
is familiar with the fact that any increase 
of gold reserves tends to increase the ex- 
pansion of credit, that a general expansion 
of credit produces higher prices, and that 
higher prices will weaken our position in 
world competition. The economists and 
financiers of Europe, as you well know, are 
confidently waiting for this influence to turn 
the balance of trade against the United 
States, start a flow of gold from our cof- 
fers to Europe, and produce the hoped-for 
industrial revival over there. 

We have a very real problem on our 
hands in determining how to accomplish a 
redistribution of this gold without going 
through the usual round of credit inflation, 
rise of adverse trade balances, falling prices, 
and credit disturbance. The symptoms of 
last spring ‘were alarming, but the good 
sense of the business community averted the 
danger for the time being. That danger 
will, however, continue to overhang as 
long as gold continues to flow into our 
already abundant reserves. We are in a 
position where, with such national debt 
payments as are being made to us, favor- 
able trade balances have a real element of 
peril in them, and yet, at the same time, 
we are not wanting unfavorable balances 
that would signify industrial depression. 
We are in a dilemma the chief difficulty of 
which is in maintaining price equilibrium and 
at the same time maintaining trade equi- 
librium. 


Meaning of Low Costs 


discussions have been so widespread 
that I am sure that there is no business 
man who does not understand that the in- 
debtedness of foreign governments to the 
Government of the United States, to the ex- 
tent that payments are made thereon, is a 
factor having a bearing upon the trade sit- 
uation. Every payment involves the creation 
of credits in this country which can be ac- 
complished only by shipping gold or goods 
to us. The appearance of a government in 
the exchange markets as a buyer of exchange 
on the United States means competition for 
means of payment here, and involves higher 
exchange rates and consequent higher prices 
on American products to foreign customers. 
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These conditions arising out of unbalanced 
international relationships caused by the 
war, serious as they’ are, constitute no rea- 
son why wé should not go on with regular 
business and. with full confidence, but they 
do call for the watchful attention of bankers 
and business men. They emphasize the 
importance of the development of a super- 
efficient commercial condition throughout the 
country that we may overcome the obstacles 
which American trade must inevitably meet. 
They emphasize the need of a greater degree 
of harmony in industry and a greater under- 
standing of the advantages to both the em- 
ployer and wage-earner of that production 
efficiency which is at once the guaranty 
of low costs, of command over markets, and 
of wages of high purchasing power. 

If weight be given to your words and 
mine as those of bankers in urging this doc- 
trine upon business men and legislators, it 
is essential that we recognize that “those 
who live in glass houses should not throw 
stones,” by which I mean that while calling 
for a higher efficiency elsewhere, we should 
see to it that a higher efficiency exists in 
the banking structure of the United States. 
It is our responsibility to place the business 
of banking in this country upon a plane 
paralleled by that in no other, and this can 
be accomplished only as you and I as execu- 
tives in our individual institutions admin- 
ister with understanding, with conservatism, 
and with courage. 


Reserves Against Contingencies 


I TAKE this opportunity of telling some 
of the things we have been thinking about 
lately in our institution. 

One of these is the question of reserves 
against contingencies. The business of com- 
mercial banking is, by its very character, 
a business of risk. There is scarcely an 
operation that we perform in which risk 
is not inherent and continuing, and so long 
as this is so, it cannot be conservative to 
carry the operating profits of a month to 
the surplus and undivided profits accounts 
until some measure be taken of the risk of 
that month’s business and a reserve directly 
applied for it. It has been an interesting 
study to us to measure that risk and to feel 
our way toward obtaining a standard yard- 
stick for it. Unlike the insurance com- 
panies, we have no actuarial table to turn 
to. The losses sustained by the banking 
institutions of the country over a_ given 
period, even if this information were avail- 
able, would serve as no more than an index 
because of the differential arising out of 
dissimilar policies and management. But it 
has seemed to us that under sound admin- 
istration, a bank that is taking reasonable 
risks in its endeavor to assist commercial 
development will find that the risk increases 
with the degree of inflation existing, and 
decreases with the degree of deflation 
existing. How, then, can one determine the 
measure of normality, and what yardstick 
can be applied to determine inflation or de- 
flation? Now, in our institution, we have 
made an assumption which is subject to 
change, for experience may show it to be 
very wrong, that conditions are normal 
when the member banks of the country are 
borrowing from or discounting at the Fed- 
eral Reserve Banks in the amount of $500,- 
000,000, and that discounting above or below 
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that figure reflects a condition of inflation 
or deflation. On the theory, then, that the 
risk of banking varies as these borrowings 
increase or decrease, we are establishing a 
reserve for losses or contingencies, set aside 
monthly against current earnings, and based 
upon the bank’s average commercial loans 
and discounts, increasing our percentage so 
applied for each unit of $100,000,000 in- 
crease or decrease above or below the 
normal figure of member bank borrowings. 
Now if it be a sound principle that the 
business of commercial banking involves 
a risk that will inevitably be met, I wonder 
if it is not an opportune question for the 
division of the American Bankers Associa- 
tion having to do with taxation to raise 
with the Federal authorities the question 
as to whether commercial banks should be 
called upon to pay full taxes upon current 
operating profits, or whether it is not in 
the interest of conservatism that banks be 
allowed to set up current reserves against 
current operations, paying their taxes upon 
the net figure. It seems to me the Govern- 
ment has it in its hands to thus foster 
a conservative movement in bank operation. 


Bank Buildings 


ND again, in this regard, is the item 

of bank buildings and fixtures, which 
item, as shown by the reports of the Comp- 
troller of the Currency for the year 1922, 
for all national and State institutions, runs 
to the enormous figure of $1,079,000,000, an 
item equivalent to nearly one-sixth of the 
combined items of capital, surplus, and un- 
divided profits. The bank buildings of the 
United States represent probably the high- 
est development in American architecture. 
They are costly structures. But it is sound 
that the banks of this country should be 
housed in buildings that psychologically 
stimulate the feeling of strength and stabil- 
ity in the minds of the people and lure 
thereby into channels of usefulness currency 
that might otherwise go into hiding. The 
outlay is justified. And yet, is it not slightly 
inconsistent that banking institutions whose 
liabilities are quicker than those of any 
other division of commerce should carry 
with slow depreciation an item of this char- 


acter, of such unusual size, and which is 
recognizedly the slowest of all assets? I 
am wondering whether we should not all be 
depreciating our bank buildings more rapid- 
ly and whether our Government should not 
perhaps be fostering such a conservative 
development by permitting, perhaps even 
forcing us, through tax regulations, to a 
more rapid depreciation plan than we are 
now following. 

Another problem to which there may be 
directed profitable discussion is that of the 
degree of liquidity properly to be main- 
tained by our banking institutions, and how 
to measure it. Cash, discountable paper, 
Government obligations, and, in large meas- 
ure, deposits with the Federal Reserve Bank, 
are unquestionably liquid assets. Brokers’ 
demand loans are quick, and a percentage, 
at least, of the market value of the boad 
account is quick, and, of course, a part, 
differing in every institution, of the loans 
and discounts that are not eligible for re- 
discount, are quick. But to what degree 
of liquidity should we be working? Each 
executive should carcfuily analyze the situ- 
ation of his own institution in this regard, 
and we should be helpful to one another in 
determining the ratios in respect to this 
important subject that spells sound banking. 


Officers’ Remuneration 


subject of bank officers’ remunera- 
tion is one that has been of marked 
interest to me. If the banking profession is 
to prove inviting to the best commercial 
minds of the country, it must obviously com- 
pete in remuneration with the rewards that 
come to leaders in other commercial enter- 
prises. The opportunities of gaining an 
insight into commercial developments and 
of knowing something of the profitable 
nature thereof, which are inherent in the 
bank executive’s position, and the possibili- 
ties of becoming privately interested finan- 
cially in profitable enterprises through 
acquaintance, have presented an allurement 
to men to enter the banking profession. But 
these very opportunities, when exercised, 
have resulted in not a few cases in a lower- 
ing of the standard of the profession, for 
personal interest is bound to cloud the judg- 


ment of the bank executive. His interests 
should be first and foremost those of his 
bank. His thought and his every endeavor 
should be in the creation of the height of 
economical administration and service to his 
customers, regardless of personal interest. 
His compensation should be through, rather 
than by virtue of, his position. And so 
thinking, we have in our institution estab- 
lished a plan by which out of the balance of 
current earnings, after establishing reserves 
covering the risk in current business, and 
after allowing for liberal interest on the cap- 
ital in use, as represented in the items of 
capital, surplus and undivided profits, a per- 
centage is each month set up in a manage- 
ment fund for periodical distribution to those 
officers who have contributed most effec- 
tively to the bank’s development and profit- 
able progress, and for recognition of signifi- 
cant achievement. Our plan is in its experi- 
mental stage, but I am confident that while 
resulting in a direct benefit to the bank 
executives, it will react in the higher 
efficiency of the institution and in larger 
returns to the shareholders. 

The bankers of every country are re- 
garded as advisers. In one way or another 
they meet and wrestle with the problems of 
varied industries. ‘They see the economic 
picture in more completeness than can the 
man in a single trade. They have a compre- 
hensive view of the movement of goods. 
It is their business to measure wealth. 
They will ever be appealed to for advice. 
Let us, as bank executives, deserve the 
confidence that the public will inevitably 
place in us, and let us be so diligent in our 
study of the times that our advice may be 
sane and sound. And let us impress upon 
the many within our influence that we have 
emerged from the eddies of the war into 
the calm harbor of the moment through 
which we can safely sail without fear of 
storm, but let us be warned that we are 
headed for the open sea where, if our ship 
would safely sail, we must be prepared for 
the powerful rollers of world competition, 
and that now, in this period of calm, is the 
time for us to see that the ship is freed of 
barnacles that retard its progress, that it 
is caulked and made ready, and that the 
crew is trained for service. 


American Institute of Banking Alumni 


About 75 graduates of the National 
Alumni Association of the American 
Institute of Banking attended the subscrip- 
tion dinner at the Hotel Traymore. Stewart 
D. Beckley, former president of the Insti- 
tute and cashier of the Mercantile Trust 
Company of California, San Francisco, pre- 
sided, and speakers included Former Pres- 
ident John H. Puelicher of the American 
Bankers Association; William E. Knox, 
president of the Bowery Savings Bank, New 
York City; Guy E. Bowerman, president of 
the Arlington Heights State Bank, Los 
Angeles; Fred N. Shepherd, executive man- 
ager of the American Bankers Association; 


Dr. Walter Lichtenstein, executive secre- 
tary of the First National Bank, Chicago; 
Clarence R. Chaney, president of the Insti- 
tute, Minneapolis; “Uncle” George E. Allen, 
formerly educational director of the Insti- 
tute; Stephen I. Miller, Jr., educational di- 
rector of the Institute; Fred I. Kent, the 
first national president of the Institute. 

When Mr. Puelicher praised “Uncle” 
George Allen and told of the benefits 
“Uncle” George and the Institute had given 
him, he was deeply moved. 

“Whatever I attain in banking will be due 
to the encouragement, advice, help and in- 
spiration ‘Uncle’ George and the Institute 


gave me,” he said. “ ‘Uncle’ George started 
me in the studies that enabled me to ad- 
vance.” 

Dr. Lichtenstein, as the “baby graduate,” 
was presented with a decanter of milk by 
Secretary Richard W. Hill of the Institute. 

Although the Institute is only 23 years 
old, it is already beginning to make a real 
showing, as greater numbers of its early 
graduates are taking high places in the 
banking world. 

Six of the speakers, all of whom praised 
the work of the educational section, are In- 
stitute graduates. 

A chapter of the Institute was organized 
at Atlantic City during the convention. 


Education and Banking 


By STEPHEN I. MILLER, JR. 


National Educational Director, American Institute of Banking 


Y presence as Educational Direc- 

tor of the American Institute 

of Banking involved a journey 

from Seattle to New York City 
and involved a complete severance of my 
university and public service relations in 
the Northwest Pacific Coast district, in 
order that I might share in the educational 
enthusiasm of more than 30,000 students 
enrolled in the greatest university in the 
United States. For more than twenty years 
my experience has convinced me that edu- 
cation on the one hand and business on 
the other have only just begun to under- 
stand the mighty role they are destined to 
play in the immediate future. 

If a lawyer, engineer, minister, physician 
or educator were to appear before you, you 
would extend to him that evidence of privi- 
lege and distinction characteristic of a 
profession. The reason is clear. You 
would recognize the scientific nature of his 
life work and the vast training necessary 
to make it a success. The world does not 
accord to the business man the same full 
recognition, for the average business man 
has not lifted his vision to the economic 
background upon which his business rests 
and has not given full credence to the edu- 
cation necessary to master its intricacies. 

Name five of the leading business prob- 
lems of today and then tell me if you 
believe an untrained mind can solve them: 
(1) Under what conditions does the con- 
sumer pay an import duty? (2) Explain 
how tax exempt securities affect the burden 
of the income tax. (3) In what way does 
the rediscount policy of the Federal Re- 
serve Board affect business? (4) Explain 
the necessity of the gold standard. (5) Ex- 
plain the modern check clearance system in 
the United States. 

Surely one would belittle the labor of 
the human mind if full measure of credit 
should not be extended to the business man 
who understands modern economic prob- 
lems. 

The first step, then, in lifting business 
to a professional basis is our confidence 
in its scientific nature. The American In- 
stitute of Banking, a section of your own 
Association, has accomplished more toward 
that end than any other agency in the 
world. Largely by their own_ initiative, 
young men and women in American banks 
have set up an organization destined by the 
force of logic and education to make to- 
morrow’s business more worthy; from 
their own leisure they have set aside many 
hours each week in order that they may 
serve you and the nation more faithfully. 
This is the first reason for my interest in 
institute work. 

Modern education does not reflect the 
need of the time. The average college stu- 
dent brings neither the enthusiasm nor 
the maturity necessary for higher educa- 
tion. Everywhere in the business world 
men and women are eager to study the 


immediate problems confronting them, 
and the economic background upon which 
these problems rest. No greater testimony 
could be presented than the 30,000 students 
of the American Institute of Banking who 
each year study economics, business law, 
negotiable instruments, banking, invest- 
ments and financial administration. This 
is an enrollment equal to the total regis- 
tration of Harvard, Princeton, Yale, Cor- 
nell, the University of Chicago and the 
United States naval and military academies 
at Annapolis and West Point. These 
students have for instructors both practical 
bankers, lawyers and men from the facul- 
ties of leading universities and colleges 
throughout the United States. 

Even more important than the enthusi- 
asm of the student and the training of the 
instructor is the fact that the educational 
content is definitely brought to bear upon 
the need of the student in his or her field 
of work. Thus, one of today’s funda- 
mental attacks on higher education—name- 
ly, that it is detached from the life out 
of which the student must come and into 
which he must go—cannot be made upon 
the American Institute of Banking. 

But a knowledge of facts and even a 


knowledge of principles does not equip the 
business man of today to meet the im- 


pending issues. Business in all its phases 
must be conducted in terms of highest 
integrity and ideals. Yet, notwithstanding 
the hundreds of millions spent for higher 
education, American citizenship and legis- 
lation do reflect sincerity and 
high purpose. A business, an education, 
a life must be dedicated in terms of 


humanity and in terms of public service. 

No greater power for the promotion of 
a better understanding on the part of the 
public can be built up than a_ business 
organization of young men and women 
alert with hope, enthusiasm and _ ideals 
The American Institute of Banking selects 
the contents of its courses and chooses 
its teaching staff always aware of the 
power and necessity of constructive ideals. 

Each year the bankers of the United 
States will inherit an army of youth 
which should be better able to perform its 
work intelligently but which will trans- 
late to the public, the service and spirit of 
a modern bank. This is the second reason 
for my interest in the American Institute 
of Banking. And what will be done with 
the inheritance? 

The bankers of the United States have 
answered in terms unmistakable. Yet, the 
American Institute of Banking now asks 
for the supreme gift of all time—the gift 
of yourselves. No struggle requires more 
vision, more concentration, and more will 
power than to study. 

The physician, lawyer, engineer and 
educator study daily in order to keep step 
with the progress in their respective fields. 
No inspiration is so great as the personal 
interest of one’s employer; no inspiration 
is so great as the personal interest of a 
child’s parent, especially the father; no 
investment bears greater returns than an 
education, whether it be the education of 
a child or an employee. But no investment 
receives so little scrutiny and so little per- 
sonal cooperation as the investment in 
education. 


At the Convention: Oliver C. Fuller of Milwaukee; Paul M. Warburg of New York; F. O. 
Watts of St. Louis; Robert F. Maddox, Atlanta; C. A. Hinsch, Cincinnati, Ohio. 
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Seeing Things 


By MELVIN A. TRAYLOR 


President of the First Trust and Savings Bank, Chicago 


Unrest Is the Pain of Progress. Today Is the Best in Our 
History. Are All Our Protests Justified by Facts? Distributed 


Wealth Checks Too Much Regulation. 
Caused by One-sided Sympathy. 


HURRIED glance through the pages 
of history for the last five thou- 
sand years will easily convince us 
that the unrest, with its turmoils, 

bickerings and arguments is not a new 
malady. Each civilization has had its own 
false prophets, foolish dreamers, and vis- 
ionaries. No step ahead has ever been 
taken, either in religious or political thought, 
except by the disregard of continuous warn- 
ings that there is lurking just beyond 
certain disaster which will engulf mankind 
and wreck civilization—all due to the per- 
versity of the times. 

Fortunately for the race, these calamity 
howlers have been more often wrong than 
right. The path of progress is always 
beset by Doubting Thomases and by those 
who do not believe in change, who are afraid 
of the new and hold fast to the old. 

Certainly, as regards our own country, 
we are warranted in looking beyond the 
shadow and examining some of the ghosts 
of disaster which seem to frighten us now. 
Today capital shrinks from its burden of 
taxation and rails at the restrictions of 
Government regulation. Labor clamors for 
shorter hours, shrieks for better working 
conditions, and demands more pay. 

The farmer, exploited by politicians, and 
suffering from the unwise activity of 
earnest, but ill-advised friends, is rampant 
in his advocacy of political fallacies which 
would mean economic hari-kari. 


Nation’s Best Day 


A= all, is capital unduly handicapped, 
is business, commerce and industry too 
severely restrained, is labor as a whole 
crippled by unsanitary working conditions 
or unwholesome home surroundings, does it 
serve too many hours, is it too poorly paid, 
is agriculture completely on the rocks, does 
it languish because of legislative neglect? 
Fascinating as is the memory of “the good 
old days,” would any of us reverse the 
wheels of progress for a return to the 
realities of those days? 

Is it not possible that the Nation’s mental 
unrest is largely a natural result of the 
evolution which is inevitable in all progress 
and a certain accompaniment of accumulat- 
ing years? I realize that it is difficult for 
us to accept new theories. With temerity 
we cling to the proved and tried, and we 
resist the untried. With the faith of the 
orthodox believer we are prone to denounce 
as a heretic, the protagonist of change. We 
delight in kicking against the pricks. Yet 
history is largely a record of a compro- 
mise of the conflicting minds and powers. 


However much we may not approve of 
many of the tendencies of the times, and 
disapprove as we may of much of the propa- 
ganda of the hour, I believe we can find 
much that is encouraging and hopeful. I 
doubt not that a correct appraisal of our 
entire situation as a nation will convince us 
that this is the best day this country has 
known and that the promise is bright for 
the future. I know this is a bold statement, 
subjecting me to the possible indictment as 
a dreamer of dreams, a false prophet and of 
seeing things myself—but let us investi- 
gate. 


Always a Balance 


Zong great contending forces of today 
are the same that have appeared in all 
the struggles of the past. Modern historians 
have shown us that the great struggles of 
the past have turned more upon the material 
welfare of the individual than we were wont 
to believe. This has been true even when 
most of the public statements dealt with the 
great fundamental theories of life, such as 
personal liberty, freedom of action, the 
pursuit of happiness. 

In other words, under our own form of 
Government, with the chief civil rights of 
man gtiaranteed by our Constitution, politi- 
cal strife of necessity concerns itself pri- 
marily with economic questions, with the 
struggle between the masses—those who 
labor with their hands and brawn and who 
possess little—and the classes, those who, let 
us say, labor with the intellect and possess 
much. So long as either party feels that 
there is an unequal distribution of the re- 
wards, the struggle for dominance will be 
genuine and fierce. 

Today capital seems to feel and openly 
charges that it is being unjustly discrimin- 
ated against by class legislation, unduly 
hampered by Government regulation, and 
unnecessarily burdened by inequitable taxa- 
tion. Admittedly there is an element otf 
truth in each of these.statements, but may 
we not well inquire if, on the whole, in- 
vested capital ever enjoyed a larger return 
than during the past decade, omitting, of 
course, the deflation losses of the recent 
period of liquidation? 

Granting the humiliation to management 
by such abject surrender to class legislation 
as characterizes the enactment of the Adam- 
son bill, has there not been as a direct result 
in part, at least, of this law, compensating 
legislation which has placed the railroads 
of the country on a possibly sounder basis 
than they have been for a quarter of a 
century? Though we may justly condemn 
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Anger of Farmers 
Our Ledger Has Two Sides. 


the shot-gun methods employed at the time 
of the Adamson enactment, do we gain any- 
thing now by continually harking back to 
that incident? Is it not to the balances and 
checks of legislation that we must look for 
equality under the law? 


We Pay—but Receive 


LAMOR for reduction of freight rates 

just now is most insistent. It fur- 
nishes one of the choice morsels proffered 
by office seekers who know and care little 
of what the result of such action might be. 
If horizontal reductions took place, one of 
two or three results would speedily follow: 
either a reduction of wages, which could 
only be accomplished at the end of a strike, 
paralyzing transportation, and therefore not 
likely, or if reductions were not achieved, 
the result would be such an impairment of 
the earnings of the roads as would destroy 
their credit and lead to bankruptcy. 

This would cause serious loss to investors, 
a certain wiping out of capital, and a gen- 
eral reduction in the purchasing power of 
the community, all of which in turn would 
bring us directly to Government ownership 

If those who clamor loudest for a cur- 
tailment of railroad revenues will only 
reakize the ramifications of our transporta- 
tion system, the strength it adds, when 
prosperous, to the purchasing power of the 
community and to the profits of business 
in general, they will be slow to insist on a 
policy which will cripple or handicap the 
great carriers of the Nation’s commerce. It 
is the duty of the railroads themselves, of 
all public speakers, writers, and of the press 
to point out continually and faithfully these 
plain truths to the public. 

Another group of our citizens, wise, cau- 
tious, and sane, who may be seeing things, 
are those who believe that the country is 
headed toward financial ruin through debt 
and taxation. No one will deny that these 
items are assuming staggering proportions, 
but when we examine the other side of the 
ledger, is the situation as bad as it appears? 
Have we not forgotten the growth of the 
country: do we properly appreciate the 
change that has taken place from the forest 
and pasture of 150 years ago to the agricul- 
tural supremacy of the last quarter of the 
nineteenth century, and again to the indus- 
trial achievement of the present day? 


Debts and Ability to Pay 


NE hundred years ago government was 
a simple matter. The expense of ad- 
ministration then was small. But as the 
population. increased government became an 
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ever-increasing function and a consequent 
growing charge. Our mounting debt may 
be tremendous, the taxes we pay may be 
burdensome, but is the debt out of propor- 
tion to our wealth and our ability to pay? 
For what, after all, are our debts created? 
Some of our most satisfying possessions 
are those acquired through the purchase of 
non-productive property. 

If we can justify individual expenditures 
for non-productive purposes for the per- 
sonal welfare of the individual, does it re- 
quire any violent wrench of economics to 
find a warrant for the expenditure in 
behalf of the community for community 
welfare? Excepting the war debt, which 
was gladly and willingly assumed by all, I 
think it is safe to say that a large part 
of new securities emitted in recent years 
has been of a municipal character. Has the 
issue of these securities gone too far, and 
has the purpose for which the money has 
been expended justified the debt? 

A writer recently contributed an article 
to a Western paper entitled “What’s Eatin’ 
Us?” He rightly, I think, attributed our 
panic of seeing things to a lack of proper 
appreciation of the blessings we enjoy. 
Among other things he said: 

“To those who remember the time when 
$40 an acre was considered an outrageous 
price for land in eastern Iowa, a spring 
seat on a farm wagon a luxury, and the 
possessor of a ‘top buggy’ a nabob; when 
there was scarcely a furnace or a bath tub 
in the entire State of Iowa; when the only 
refrigerators in town were those in the 
butcher shop; this age, when one only has 
to touch a button to get a light with the 
strength of a hundred candles, when you 
turn one faucet and get cold water and 
turn another and get that which is hot; 
when houses without bathrooms and fur- 
naces are exceptions; when schoolhouses in 
small towns are better appointed than State 
capitols used to be; and country children 
are taken to and from school in auto buses, 
and city schoolhouses are not considered 
quite up to date unless equipped with a 
swimming pool; when workmen drive to 
their daily tasks in gas cars;°and there are 
enough autos in the State of Iowa to take 
every man, woman and child in the State 
out for a joy ride at the same time, it seems 
as though some genii had rubbed a modern 
Aladdin’s lamp and that we are living in 
Fairyland.” 


Wealth Spent for Nation 


were of us now would willingly return 
to the conditions of fifty or one hun- 
dred years ago? Much of our recent debts 
have been for good roads but they add im- 
mediate increased value to the land they tra- 
verse, and they certainly add increased dol- 
lars to every item produced on farms bor- 
dering or near them, to say nothing of 
comfort and happiness. 

A very large sum has been and is being 
borrowed by the farmers of the country to 
pay existing debts, to purchase more land 
or to improve and equip the property which 


they already own. Would we have it 
other wise ? 

If national life is to survive and be happy, 
and it will, the homes of the city, the town, 
and the country must shelter in pleasure and 
comfort a contented people. This can be 


done only by capital investment that cannot 
be made, with rare exception, in one lump 
sum from accumulated savings. 

The difficulty is that we cannot realize 
that each increase of a million population 
adds just so many units of additional de- 
mand for each foot of soil, and homes for 
human existence. We_ are not willing to 
concede that the community should capital- 
ize a part of that appreciated value for 
community welfare. The farmer who bor- 
rows $50 per acre upon his land is merely 
capitalizing a part of the value which has 
accrued to him through the ever increasing 
demand of an increasing population for the 
purpose of contributing to his individual 
and family comfort. 

There is, however, another element which 
robs this bogy of increasing debt of much 
of its alarm for me; that is, that all of the 
securities issued are being purchased by our 
own people. We are simply borrowing 
from our neighbors and paying back to 
them. The increasing wealth of the nation 
is being spent in making the nation a better 
and happier place in which to live. 

If we were impoverishing ourselves by 
the sale of our securities to others, we 
might well be disturbed. Our debts are 
being made from accumulated earnings, 
from the savings of the people, and still are 
not absorbing all these savings or accumula- 
tions, as is witnessed by the constant in- 
crease in savings deposits amounting to 
more than 10 per cent annually, to say 
nothing of the tremendous increase in cur- 
rent bank balances. We are rapidly be- 
coming a nation of investors and property 
owners, and cry aloud as alarmists may, I 
do not believe you can make bolsheviks of 
such people. 


Labor Still Protests 


O those of our friends who see the 

ghost of government regulation and 
supervision threatening the ruin of our free 
institutions through the destruction of in- 
dividual initiative and personal ambition, I 
recommend a closer study of our form of 
government and the unavoidable develop- 
ment which must come from the growth of 
a country under our system. 

In the old days when people were busy 
with pioneering they had little time and less 
concern for the conduct of those in other 
lines of business than their own. But when 
the job of pioneering was finished the result 
of the awakening of the public mind was 
a growing restlessness and dissatisfaction 
with things as they were and an insistence 
for what the public conceived to be its right 
or protection. Thus began the growth of 
committees and commissions to investigate 
and regulate. We may not approve any 
character of government supervision of 
business, but my guess is that we are likely 
to see more, rather than less, in the future. 
My belief also is that such activity - will 
not necessarily wreck either government or 
business. 

I believe this because of the counter- 
balancing influences which are certain to 
hold such regulations in proper restraint. 
We must not forget that the power of the 
government is with the people, with those 
who have the votes, and as these be- 
come more and more the owners of an 
increasing amount of the Nation’s wealth, 
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they will see to it that that wealth is not 
confiscated or unnecessarily disturbed. 

Yet another group who are seeing things 
in our present situation and have been seeing 
them in every situation for a quarter of a 
century or more, is the so-called labor 
group. Is their protest justified? Were 
their working conditions ever so good? 
Were their hours ever so short, their day 
so properly divided in equal proportions for 
work, recreation and rest? Were they ever 
so generously and well paid? Yet the 
laborer asks long and loud for a living 
wage. Just what that wage is I do not 
know, and I have never seen a satisfactory 
answer. 


Wage Increases 


T has been often pointed out that the 

effect of a wage increase in one industry 
increases the cost of living to all those in 
other industries who purchase the products 
of the factory which has granted wage in- 
creases and that the cycle of increasing costs 
thus once begun can only end in bringing 
the cost and the price of all products to a 
point where demand is curtailed, activity 
is restricted, and business suspension is 
rendered inevitable. If labor will keep these 
facts in mind, and if those in charge of 
capital in productive enterprises will con- 
sider the public in the pricing of their 
products, it may be that a fair distribution 
of profits will be brought about. 

The most promising sign of the coming of 
that day is, I think, to be seen in the ever 
increasing number of employees who are 
acquiring stock in the concern by which 
they are employed. 

Probably the largest and certainly the 
most thoroughly advertised group which 
has been seeing things in recent years is 
composed of those who have sought and 
are seeking to exploit and capitalize the 
misfortunes of those engaged in agriculture. 

No wonder the farmer is on the war 

path, seeing red. 
_The real facts, as all those who have 
studied the situation know, are that the 
farmer like all others engaged in business 
activities prospered tremendously in the 
period from 1916-1920. Like all of us, also, 
he had speculated in every way. He was 
imbued by a feeling, common to the rest 
of the population, that the boom would 
never end. He bought liberally of tools and 
equipment and reached out for more land. 
For this he incurred debt just as the busi- 
ness man incurred debt for building and 
inventory; and when the inevitable slump 
came and values evaporated he lost just as 
the business man, the bankers, and every- 
one else lost. The only difference was, his 
losses were promptly advertised and magni- 
fied to such an extent that he came to feel 
that he was the only loser in the gamble of 
prosperity. 

No one told him of the losses and finan- 
cial wrecks of business and industry. I 
doubt if he has ever been told that during 
1920 there were 8,881 bankruptcies, with 
liabilities aggregating $295,121,805; in 1921, 
19,652 bankruptcies, with liabilities aggre- 
gating $627,401,883; in 1922, 23,676 bank- 
ruptcies with liabilities aggregating $623,- 
896,251; and for the first seven months of 
1923, 10,955 bankruptcies with liabilities ag- 
gregating $295,145,256. 
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The Government in Business 


Vice-President National City Bank of New York 


By GEORGE E. ROBERTS 


Call for Super vision and Regulation of Various 
Industries Due to Economic Unrest and Lack of Understanding 


by Employees of Present Complex Business Relations. 


Failure 


of Federal Railroads and Shipping Operation Cited as Examples. 


HE world is gradually recovering 

from the disorganization and losses 

inflicted by the war, but besides 

these results the war has left a 
legacy of ideas which are only slowly 
overcome. The war itself was tremen- 
dously costly, but I think it not too much 
to say that the losses resulting from the 
general state of demoralization existing 
since the war have been greater than the 
direct cost of the war. All of the disorder 
and confusion has not been due to the war; 
there was a lot of disorder and confusion 
in industry before the war. There had 
been an increasing tendency to social dis- 
content and criticism of the existing order, 
and the war, with its emergency measures 
for government control over industry, and 
its political upheavals, gave a great stimu- 
lus to socialistic agitation. It has been a 
great time for social reformers and revo- 
lutionaries of every type. They have been 
busy everywhere, and governments have 
been embarrassed, and the recovery of in- 
dustry has been retarded by their activi- 
ties. 

Moreover, we have to recognize that 
as population increases and relations be- 
come more complex, our social problems 
in some respects become more difficult. 
People must live more closely together, 
they must have more to do with eath 
other, and they must be more dependent 
upon each other. The primitive man did 
everything for himself and he was inde- 
pendent, but modern society has developed 
a highly complicated >rganization in which 
we are all specialists, each doing some 
one thing and exchanging products and 
services with each other. It is a highly 
efficient organization when it is running 
smoothly and in balance, but it is an inter- 
dependent organization; it is like a great 
machine in which every part is dependent 
upon every other part. 

I think most of our troubles are due 
to the fact that we have developed the 
industrial organization beyond the under- 
standing of the common man. He doesn’t 
understand his own part in it, he doesn’t 
understand the benefits he derives from it, 
he doesn’t know much about the economic 
laws which govern it and. which control 
at last the distribution of benefits. The 
primitive man knew that the harder he 
worked the more he would have, and when 
a man exchanged work with a neighbor 
he had the whole transaction under his 
eyes; but when a man works with thou- 
sands of others for a great corporation, he 
doesn’t see his relationship with other 
workers, or any definite relationship be- 


tween what he does and what he gets; 
he doesn’t know whether he is getting a 
fair share of the industrial results or not, 
and he suspects not. 

Now, there is our industrial situation, 
and it is no wonder we have trouble with 
it. The modern industrial system is es- 
sentially cooperative, but you cannot have 
effective cooperation without understand- 
ing. You cannot expect masses of people 
to be loyal to something they do not un- 
derstand, and because people do not see 
the industrial organization as a whole we 
have the tendency for society to break 
up into groups and blocs and unions and 
organizations of one kind and another, 
many of whom are trying to advance their 
own interests at the expense of society 
as a whole, with the result that the benefits 
of organization are in large degree lost. 


Danger of Breakdown 


Now of course, we cannot do away with 
the modern industrial organization. 
The population of this country today could 
not be supported in the state of comfort 
to which it is accustomed without the 
modern organization. Somehow or other 
we have got to bring the people to a 
better understanding of the economic laws 
which control the system and which, if 
allowed free play, will afford protection to 
every interest. The highly complicated 
system simply will not work, it will break 
down, unless there is a broader under- 
standing of the fundamental principles 
upon which it is based. 

H. G. Wells, the British writer, came 
back from Russia profoundly pessimistic 
about the future of civilization in western 
Europe and in the United States. He 
says that it is a race between education 
and catastrophe, that what happened there 
will happen everywhere unless there is a 
development of the capacity of people to 
work together and understand each other. 

The government of Russia was a bad 
government, arbitrary, inefficient and cor- 
rupt, and it is easy to understand that 
the people might revolt against it; but 
the revolt was not simply against the 
government; we have to recognize that 
in its final form the revolution in Russia 
was against what is called the capitalistic 
system, or in other words, the private 
ownership of property and the private 
direction of industry, and we cannot ignore 
the fact that that movement has had the 
sympathy of great bodies of people in all 
countries, including the United States. 

It is true that the results of the revolu- 
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tion are so calamitous in Russia as to 
give a check to revolutionary tendencies 
in other countries. The great body of the 
people in the other countries of Europe 
have been warned against Bolshevism, 
and yet the economic principles of Bol- 
shevism are influencing public opinion more 
or less everywhere. 

In Great Britain the Labor Party is now 
the regular opposition party, and a few 
months ago it formally proposed in Parlia- 
ment a resolution which after setting forth 
the unemployment existing in England and 
other deplorable conditions resulting from 
the disorganized state of world trade, pro- 
ceeded to declare that these afforded proof 
that the capitalistic system of industry had 
broken down, and that the government of 
England should now proceed to gradually 
take over all the industries of the country 
and operate them in the future. 

And that resolution was seriously de- 
bated through two sessions of the British 
Parliament. 

Furthermore, if we care for institutions 
we cannot afford to ignore the fact that 
agitation to that end is being carried on 
with fanatical fervor all over this country, 
and that thousands of people who would 
not give their approval to such extreme 
policies are helping them along by favor- 
ing the continual extension of govern- 
mental activities in business affairs. 

The motive behind all this agitation is 
the desire to establish equality. The 
social struggles of the past have been for 
political equality, to secure for all men 
equal voice in the government, and that 
has been accomplished, but it does not give 
people what they want. Now the demand 
is for equality in possessions, equality in 
incomes, equality in the management of 
industrial affairs. It is important to under- 
stand whither we are tending. 


Exposing Fallacies 


HESE ideas result from certain eco-. 

nomic fallacies that are commonly ac- 
cepted, and if we are going to successfully 
defend the existing order, these fallacies 
must be exposed. One of the chief of these 
fallacies relates to the employment and 
service of private capital. The whole 
radical argument is based upon the theory 
that all of the wealth employed in industry 
benefits nobody but the owners. It pro- 
ceeds upon the theory that all of the in-: 
creasing supply of goods and services re- 
sulting from the investment .of. private: 
capital. is absorbed::and :consumed by the: 
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capitalists. It is like claiming that nobody 
ever got any benefit from the development 
of the steam engine but the owners of 
steam engines, or that nobody ever was 
benefited by the construction of railroads 
but the persons who had railroad invest- 
ments, or that nobody had gained by the 
development of the textile industries but 
the owners of stock in the mills, and so on 
around the circle of the industries. Of 
course, the theory only needs to be stated 
for the fallacy to be apparent. 

It is a fundamental truth that all the 
productive property of the country, al- 
though privately owned, is part of the 
equipment of society, by which its wants 
are supplied. lt is doing the same work 
that it would do if it was owned by the 
State, and probably doing it more effec- 
tively. 

The people who advocate Government 
ownership of the railroads and other in- 
dustries usually have in mind that the 
public will thereby avoid paying profits 
to the owners. They overlook the fact 
that if there were no surplus earnings, 
nothing left over after paying expenses, 
there would be no capital for the improve- 
ment and enlargement of these services and 
no industrial progress. 

If we had a socialist regime, with all 
the industries owned by the Government, 
all this equipment would have to be pro- 
vided by reserving capital from distribu- 
tion, just as now. 

The real measure of the distribution of 
the proceeds of industry is not by owner- 
ship or income, but by consumption. That 
portion of an individual’s income which 
is turned back into productive employment 
is devoted to a social purpose, just as much 
as though it was employed for that pur- 
pose by the Government. It is only what 
a man consumes that is devoted to himself 
or withdrawn from the common supply. 

The final test between private ownership 
and private management of business and 
public ownership and management is to be 
found in results. The object of all busi- 
ness is to supply the wants of the popula- 
tion; which policy produces the largest sup- 
ply? 

The progress of the past has been ac- 
complished under the individualistic sys- 
tem. The theory of this system is that 
every one shall have for his own, as nearly 
as may be, that which results from his own 
efforts. The merit is that it holds out over 
the entire population an inducement that 
appeals to every person, and that inspires 
him to labor, to produce and to accumulate 
by rendering those services to the com- 
munity which the community is willing to 
pay for. It is a system calculated to stimu- 
late the initiative, call out the energies 
and develop the ability of each individual. 
He is free as to his undertakings; there 
are no restrictions except that he must 
seek his own gains by activities that are 
serviceable to the community as a whole, 
and he is inspired to labor, not simply 
by the desire for personal advantage, but 
by the desire to provide for loved ones, 
by the impulse to self-expression, to realize 
and develop his natural abilities, and by 
the ambition to achieve, to win distinction 
and to render service. In short, the sys- 
tem of individual freedom and of reward 
according to achievement makes use of 
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every possible motive to stimulate indi- 
vidual effort and develop individual ca- 
pacity. It does not promise equality. 
Unless there is equality in production, in 
service, in effort, in resolution and in self- 
denial, why should there be equality in the 
division of results? 


Leadership Needed 


_ justification of individualism, how- 
ever, is not merely in what it allows 
to the superior individual, but in the results 
that inure to all. It is in the interest 
of all to secure the most effective organiza- 
tion, the most effective management and 
the largest possible production. That can- 
not be had by adopting the fiction that 
all have equal ability for any position or by 
any other system than that which judges 
men by their individual qualifications. 

The modern world cannot get along with- 
out organization and leadership. There 
must be executive authority to give direc- 
tion to industry. Whatever the system of 
ownership may be, there must be men who 
give instructions and men who obey in- 
structions. How are the leaders to be 
selected? Shall it be by lot, by political 
methods, by military despotism? 

In the business world today the positions 
of leadership and responsibility are held 
by men who have been advanced to them 
under a system of competition and elimina- 
tion. The test of fitness is an economic 
test, a test of ability to produce economic 
results—and the fact that, as a rule, the 
men in positions of responsibility have 
come up from the ranks is proof that the 
system is fundamentally sound and effec- 
tive. Society cannot afford to change from 
the economic test of leadership to any 
arbitrary or political system of selection. 
There would be a lessening of incentive 
throughout the economic organization, a 
loss of ability in management and a loss 
of productivity everywhere. These results 
are quickly seen in any organization where 
favoritism or the strict rule of seniority 
governs promotions. 

The chief significance of ownership is 
in the degree of control that it gives, and 
private ownership of productive property 
is based upon the theory, supported as 
it is by experience, that the control which 
goes with ownership is favorable to the 
largest production. Ownership, before the 
modern systems of taxation were devised, 
gave control over income, and men who 
have had the ability to acquire ownership 
of industries and to make them successful, 
usually have desired to devote the incomes 
largely to the improvement and enlarge- 
ment of them, in order to supply increasing 
public demands. The industries of this 
country have been developed and built up 
mainly by such application of income. This 
increased supply of capital has created an 
increased demand for labor on the one 
hand, and on the other hand has furnished 
an increased supply of the comforts of life 
for the population. The fact that the avail- 
able supply of capital has increased faster 
than the labor supply has been a constant 
influence in increasing the wage rate, and 
the increasing use of capital in production 
has been the most potent agency for in- 
creasing real wages and for raising the 
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standard of living for the entire popula- 
tion. 

In what way is it likely that surplus in- 
comes from the industries could be more 
effectively used to advance the common 
welfare than by allowing the owners, un- 
der whose direction these industries have 
been successful, to use them for enlarging 
production? At what stage of the careers 
of Thomas A. Edison, Henry Ford or 
Andrew Carnegie would it have been to 
the advantage of the public to have had 
the Government step into their establish- 
ments and say that henceforth all surplus 
income should be diverted into the public 
treasury, to be disbursed by officials at 
Washington? Men of this type, who have 
demonstrated their capacity for industrial 
leadership, are the men who carry society 
forward; they are the men upon whom 
dependence must be placed for such an in- 
creasing capacity in the industries as will 
meet the needs of a growing population, 
and at the same time satisfy the aspira- 
tions of the people for a rising standard 
of living. To take out of the hands of 
the leaders in industry the surplus in- 
comes which they would invest for indus- 
trial development is to take from them 
the very means dy which they do their 
work, 


Critics of Present Order 


Ei irae critics of the existing order base 
their attacks mainly upon what it fails 
to accomplish. They say that although it 
has enormously increased the capacity for 
production, it has not abolished poverty, 
it has not provided decent living conditions 
for all the people, it has not furnished 
steady employment for all the people, it 
has not stabilized industry or been able 
to prevent recurring periods of depression 
and disaster. 

It is true that social and economic con- 
ditions are by no means ideal, but it will 
be found that most of the conditions upon 
which criticism is based are not properly 
chargeable to the industrial system, but 
result from the degree of individual 
liberty that the system permits. Almost 
without exception the persons in every 
breadline have seen better days, and need 
not have been there if they had observed 
the common dictates of prudence or the 
rules of life which other people have felt 
under obligations to follow. 

The great feature of the existing order 
is individual liberty. The individual is 
free to order his own life and affairs as 
he likes, so long as he does not interfere 
with rights of others. He may be indolent 
or industrious, thrifty or profligate, ven- 
turesome or cautious in business affairs, as 
he pleases. Upon his own choice in these 
matters, to a great extent, depends his 
business success. 

He is expected to find his own place in 
the industrial organization. It is up to him 
to determine how he shall make himself 
useful, and there is no place for him ex- 
cept as he can make himself useful. There 
is no overhead authority to tell him where 
he shall go, or what he shall do, or what 
he shall get for doing it. That is all left 
to mutual agreement, and it is true that 
people have trouble about agreeing with 
each other. 
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We have costly strikes, which in some 
instances seriously interfere with industry, 
and inflict not only heavy losses upon the 
community but suffering upon many 
homes, because men are at liberty to refuse 
to cooperate except upon terms agreeable. 
The right of men to disagree is one of the 
most common causes of industrial disorder. 
We cannot have the benefits and privileges 
of liberty without the disadvantages that 
go with it. 

Such irregularity as exists in industry, 
including periods of depression and un- 
employment, are due to the psychological 
tendency to mass action, There is a 
psychology of the crowd, a tendency of 
people to act together. It is what the 
great body of people do in the management 
of their private affairs that makes the 
business situation, and when there is a 
general tendency to overbuy and overbor- 
row, it is certain that a contrary move- 
ment will follow, sooner or later. 

In short, we live under a regime of 
liberty, with the privilege of judgment and 
action. We must either assume the re- 
sponsibility of managing our own affairs 
or we must create some overhead authority 
to judge and act for us. Wouldn’t we 
rather take the responsibility for our mis- 
takes than be moved about like automatons 
and have every act of our lives regulated 
by the Government? 

The greatest thing in this world is liberty 
—freedom to exercise and develop our 
powers—freedom to make mistakes, for 
we learn by our mistakes. The race has 
progressed through its experiences and by 
its experiences. We want the free play 
for all our faculties; we want the incen- 
tives of life, the opportunities of life and 
the experiences of life, for by these come 
the development of character. 


Business Routine 


‘os are people who look upon busi- 
ness life as a sort of a routine per- 
formance, doing the same thing over and 
over, They think that running a railroad 
is just moving a given number of trains 
back and forth daily. They don’t see any 
reason why the Government should not 
run the railroads. The same people think 
that big profits are obtained by charging 
high prices, that large profits are proof 
of high prices; whereas in all really notable 
instances, large profits have been due to 
low costs, low prices and large volume 
of business. Every great success in the 
business world is based upon notable 
service. 

There is a fascination about the idea 
of having all industry and all trade and 
services systematized and regulated from 
above, but it is a delusive idea. It rests 
upon the idea of routine, regularity. It 
conceives of industry as static, whereas 
it is dynamic. It is changing all the time; 
no business can remain successful unless 
the management is progressive. A sound 
public policy will promote changes, by offer- 
ing rewards for them. 

Let anyone go about this country, see 
the variety of industries, take account of 
the changes being made, the new ideas 
being introduced, the multitude of experi- 
ments being tried, and conceive of an effort 
to direct all of these activities from Wash- 


ington. It isn’t possible for the Govern- 
ment to do all the thinking for the people. 
It will do well if it keeps out of the way. 

The government of a great country seems 
to embody so much power that illusions 
about what it can do are quite natural; 
but a government is no wiser than the 
individuals who compose it. In the last 
analysis the proposal that the Govern- 
ment shall exercise its authority in a given 
matter means that a given individual, or 
a few individuals, shall have that authority, 
for which they may or may not have suit- 
able qualifications . The kind of ability 
that makes a man successful as a candidate 
for office does not necessarily make a 
man successful as an administrator of busi- 
ness affairs. 

Moreover, the very atmosphere in which 
government functionaries live is unfavor- 
able to the rendering of judgments upon 
economic considerations. It is a political 
atmosphere. The whole situation is sicklied 
o’er with—the pale—or red—hue of politics. 
In an address before the Canadian Bar 
Association a few days ago, Secretary 
Hughes said of one of the embarrassments 
of his office: 

“those in charge of foreign affairs do not dare to 
undertake to negotiate agreements because they 
know that in the presence of attack inspired by 
political or partisan motives the necessary adjust- 
ment could not receive approval of the legislative 
branch and would evoke such an acrimonious con- 


troversy on both sides that matters would be made 
worse instead of better.” 


In short, every act of an administration 
is viewed by its adversaries, and is likely 
to be considered by officials first of all 
upon its probable effect upon values. Not 
what will be the economic effect, but what 
is likely to be. the effect upon the next 
election. 

We have pending at the present time 
an official investigation into the propriety 
of permitting the merger of two great 
meat-packing concerns in Chicago. The 
merger actually took place months ago. 
It was a result of the very heavy losses 
sustained by the packing industry over 
several years, and was instrumental in rais- 
ing new capital and saving the packing 
industry and livestock industry from a 
crisis that might have had far-reaching 
effects. This is a striking illustration of 
the utter lack of sympathetic and practical 
relationship between the Government and 
business. I do not say this in criticism 
of the official who is causing the investiga- 
tion to be made, for he doubtless feels 
that he has a duty to perform, but failure 
to carry through the merger would have 
been a calamity, and in addition, to all 
the other uncertainties that had to be con- 
sidered in trying to avoid that calamity, 
was the question of what a government 
official might think it his duty to do in the 
premises. 


Government Inaptitude 


VERY venture that the Government 

makes in the field of business shows 
this inaptitude for such affairs. It took 
over the railroads for operation during the 
war, and it may be allowed that an emer- 
gency existed in the affairs of the Govern- 
ment which justified the action. The Gov- 
ernment undoubtedly possessed powers of 
coordination which the companies did not 
have, but if there were any resulting 


economies they were swamped in the whirl- 
pool of losses. The Government adminis- 
tration ran behind in the sum of. $1,800,- 
000,000, which the taxpayers of the ‘country 
are obliged to make good. It is true that 
this was not entirely an economic loss, for 
it was due in part to failure to increase 
charges, but in this it showed the character- 
istic weakness of governments, in failing 
to do business on business principles where 
public opposition must be faced. 

A large part of the excess expenditure 
was pure waste in dealing with the labor 
question. The number of employees on 
the payrolls steadily increased under 
Federal control, and after the roads were 
returned to private control the number was 
steadily decreased until in the last six 
months of 1922 the railroads were handling 
as much traffic with four men as the 
Federal administration was handling with 
five. This tendency to over-man the roads 
has been still more pronounced with the 
government-owned roads of Europe. It 
may be added in this connection that in 
the last two years the Canadian National 
Railways have lost $132,914,123, which the 
taxpayers of Canada have the privilege of 
making up. 

Government regulation of railroads is a 
striking example of regulation guided by 
political rather than economic considera- 
tions. Regulation has been carried to the 
point where it is practically impossible to 
raise money for railroad improvements by 
selling the stock of the companies. The 
strongest companies are still able to bor- 
row, but investors do not want a proprie- 
tary interest in them. 


Shipping Failure 


HE United States adventure in the 

shipping field affords abundant material 
for study. Of course, nobody would 
charge the entire loss on the investment 
in ships to mismanagement. The ships 
were built as a war measure, and if the 
Government had proceeded to get out of 
the shipping business promptly at the end 
of the war, the loss to that time would be 
properly chargeable to the war account. 
The ships might have been sold at good 
prices, and a large part of the loss which 
is now faced thus averted. The total in- 
vestment in ships was about $3,500,000,000. 
The aggregate amount received upon sales 
is not given, but the last report states that 
on June 30, 1922, the Government owned 
1275 steel ships, which cost about $2,500,- 
000,000. It owns about the same number 
today, of which about 900 are laid up, and 
a recent Washington dispatch says that 
the aggregate value of the entire fleet is 
estimated at $226,733,315. The shipping 
operations have been running behind at 
the raté of about $50,000,000 per year. The 
characteristic official view is presented by 
one of the commissioners in a recent speech, 
in which, replying to a statement that the 
Government ships were carrying grain at 
a loss, he said: “Of course we are carrying 
grain at a loss, but the loss goes back to 
the American farmer.” The same theory 
upon which the government-managed rail- 
roads carried freight at a loss! " Freights 
were kept down to the shippers, but 
charged up to the taxpayers, who could be 
reached by a different kind of a levy. 
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Of course, the problem of utilizing the 
ships is made far more difficult by the 
terms of the Navigation Act, through 
which Congress has laid regulations upon 
all American shipping which handicap it 
in competition with the ships of other 
countries. In view of the past record of 
the Government fleet and in the face of the 
Navigation Act, it does not seem out of 
place to suggest that the remainder of the 
fleet be placed in charge of the navigating 
officer who directed the course of the 
flotilla of destroyers which landed on the 
California coast a few weeks ago, with 
instructions to do his worst. 


Postal Cost System 


5 ene postal service is the reliance of 
people who advocate government opera- 
tions. The postal service has a great many 
faithful and capable men, but the manage- 
ment does not undergo the test of competi- 
tion. Nobody claims that the charges are 
scientifically adjusted to the _ several 
branches of the service. It is notorious 
that some branches lose money and others 
make a profit, which means that one class 
of patrons pay for the services rendered 
to others. Nobody knows what the postal 
service costs. The Government reports don’t 
show, for a large part of the expenses 
are paid from outside the postal appro- 
priations. There is no charge to the postal 
service for the use of the government 
buildings in which post offices are located. 
The cost of fuel, lights and janitor service 
are not charged in postal expenses. Govern- 
ment business is not under the necessity 
of paying its way. 

The Government navy yards, arsenals, 
gun works, and mines are none of them 
model industrial establishments. None ot 
them could make their expenses in com- 
petition with privately owned rivals. Few 
employees anywhere expect to work for 
any government as they would work for 
a private employer. As a protection against 
political influence appointments in the Gov- 
ernment service must be made from a 
civil service list, and removals must be by 
formulating specific charges. The effect 
is to limit the authority of the appointing 
officer, and to a great extent relieve him 
of responsibility for his force. When it 
comes to filing charges against a subordi- 
nate, the subordinate may retaliate by filing 
charges against his superior, so that is 
about a standoff. 

In all the countries of Europe in which 
socialism ran riot in the years following 
the war there has been a revulsion of senti- 
ment, as a result of the demonstration 
that government-management is not eco- 
nomical management. Even Russia, under 
the pressure of necessity, is going back 
to private management. In this country 
we have the demand for the Government 
to become more intimately concerned in 
the management of the Federal Reserve 
banks, but in Europe, where the central 
banks have been made subservient to gov- 
ernment policies of inflation, the central 
banks are being removed from government 
influence. In Austria, under the League- 
of-Nations plan for reorganizing the mone- 
tary system, the bank of issue is made 
wholly independent of the government, and 
in Germany a similar reform is proposed. 


Even in Russia a new currency has been 
provided, issued by the State bank, with 
the pledge that issues will be solely upon 
banking principles. Everywhere it is being 
recognized that the political agencies can- 
not be trusted to deal with the monetary 
system. 


Government Regulation 
PP ROPOSETIONS for government regu- 


lation of industries are more plausible 


_ and insinuating than for government owner- - 


ship and management. There are certain 
functions of supervision and regulation 
which the Government must perform. In 
the case of natural monopolies, such as the 
railroads and certain public utilities, where 
competition is impracticable and undesir- 
able, there must be resort to regulation by 
public agencies, but these agencies should 
be as strictly as possible of a judicial char- 
acter. Their purpose should be to main- 
tain just and equitable relations between 
the privately owned agencies and the public 
whom they serve. Experience has demon- 
strated how difficult it is for these politically 
created bodies to maintain this position. 
Theoretically these bodies are supposed to 
have information not available to the gen- 
eral public, to know the authentic facts, 
and to not only act without prejudice or 
favor, but to inform the public and correct 
the misrepresentations which so often in- 
fluence public opinion. Too often their 
findings, if opposed to the popular view, 
are overwhelmed by a storm of protest and 
clamor, and it is exceedingly difficult for 
public officials to withstand the pressure of 
public criticism. It is commonly the case 
that the persons named for membership on 
public commissions have been more or less 
active in politics, and are looking to politi- 
cal advancement. It is a noteworthy fact 
that at the very time the meat-packing in- 
dustry was under investigation several 
members of the commission conducting the 
investigation were active candidates for 
higher political offices in the States of their 
residence. It is not in human nature to be 
judicially minded under such conditions. 

The tendency of these supervisory com- 
missions is to become prosecuting func- 
tionaries, looking for opportunities to 
justify their existence in a sensational way 
rather than by quietly working upon the 
problems of economic organization and de- 
velopment. There is also an inevitable 
tendency for all democratic supervision 
over business to reach out for power and 
to endeavor to reduce business activities to 
an approved routine. There is an example 
of it in the ruling of the Federal Trade 
Commission that a company producing 
gasoline must not install gasoline pumps 
with retail dealers free of charge. The 
Supreme Court disposed of that ruling, as 
it has of many others of the same kind, 
for which let us be truly grateful. 

Dr. Charles W. Eliot, President Emeri- 
tus of Harvard University, a few days 
ago, in an article upon Education, gave 
warning that there was too great a tend- 
ency to standardize education, and he added 
that there was too great a tendency to 
standardize industry. The idea embodied 
in standardization, regularity, uniformity, 
has its place, but it is out of its place 
whenever it restrains the free play of in- 
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itiative, originality and the competitive im- 
pulse. We don’t want the methods of 
business standardized by government offi- 
cials, save as restraint may be necessary to 
prevent deception and fraud. 

I repeat that this is no argument against 
government supervision and regulation in 
the limited number of cases where com- 
petition is impracticable, or in cases of 
great emergency, where the competitive 
forces are temporarily restrained. Un- 
doubtedly as society becomes more complex 
it will be necessary to resort more and 
more to regulative agencies. All the more 
reason, therefore, why these agencies 
should be cautiously developed and guarded 
against impatient and misinformed clamor. 
They should not be overloaded with func- 
tions. They should not be subjected to 
pressure which they cannot be expected 
to withstand. The exercise of supervisory 
authority over business is in large degree 
experimental and depends for success upon 
the development of a just sense of the true 
public interest. 


Economic Upset 


HE clamor for official regulation 

of business is due in large part to a 
lack of understanding of the effectiveness 
of the natural economic forces. There are 
few lines of business in which these forces 
are not amply sufficient to protect the pub- 
lic. In normal times there are few in- 
stances of unusual profits where competi- 
tion does not quickly result or other cor- 
rective influences are not brought into play. 
The interference of government officials 
where natural forces are likely to be effec- 
tive in due course, often has the effect of 
nullifying these influences and of throwing 
the whole situation into confusion. Such 
activities as the attempted regulation of 
trading in futures on the commodity ex- 
changes simply add further elements of 
uncertainty to the price situation. Busi- 
ness men are obliged to take account not 
only of all the natural risks in which such 
trading is involved, but the possible effects 
upon the market of official action besides. 
Of course, in the end the public pays for 
every obstruction to business that must 
be surmounted and every risk that must 
be carried. 

It is for the business men of the country, 
who have been alarmed by the tendency of 
legislation to restrict and hamper individual 
initiative and to exert a leveling pressure 
upon the whole body of society, to make 
their opinions known and their influence 
felt. It may as well be added, however, 
that they will not be able to exert much 
influence unless their efforts are directed 
by the broad principle, that the public wel- 
fare should be the first consideration all 
of the time, and that they want no special 
policies for. their own advantage at any 
time. It is not uncommon to hear a busi- 
ness man declaiming that the Government 
should stop interfering with business at the 
same time clamoring that it should regulate 
some other business than his own, or plead- 
ing that governmental authority be used 
in some other way to his advantage. There 
must be genuine faith in the efficacy of 
natural forces to regulate the business 
situation and willingness to let natural 
forces have their way. (See page 223.) 


Problems and Policies of the 
New York Stock Exchange 


By SEYMOUR L. CROMWELL 
President of the New York Stock Exchange 


Organization Will Abandon Defensive Attitude and 
Fight With Facts Against Its Foes Who Seek Legislative 
Supervision. Safety Lies in Autonomy. Bankers and Editors Will 
Be Welcomed to Study Operations and Men Who Govern It. 


PROPOSE to discuss with you today 

the business of the Stock Exchange 

in relation to the public interest of the 

American nation. Some time, I hope, 
I shall be able to appear before a gather- 
ing of this kind and not talk shop. There 
are many questions connected only in gen- 
eral with the Stock Exchange which I 
would like to discuss, but for the present 
I must stick to the narrower subject mat- 
ter, which, as officials of the Stock Ex- 
change we cannot, even if we would, put 
aside. 

The operation of our institution has pro- 
voked and still provokes so much public 
comment and is the occasion of so much 
misunderstanding that we must call public 
attention to it whenever and wherever we 
can. My object in discussing the Exchange 
and its problems with you today is to re- 
move some of this misunderstanding and to 
seek your cooperation in explaining to the 
people of the United States what the 
Exchange is and under what conditions it 
can best serve the interests of its clientele, 
which is the whole American business com- 
munity. 

I have a further purpose in directing 
your attention to the operation of the Stock 
Exchange. This institution is not only 
discussed and misunderstood, it is bitterly 
criticised and attacked. For the most part 
we have submitted to these criticisms and 
attacks and merely done what we could do 
to repel them. 

We have acted scrupulously on the de- 
fensive. But instead of moderating, they 
have become from year to year more 
threatening until they are now made the 
excuse for legislation which, if it were 
enacted, would seriously and perhaps fatally 
cripple the Exchange in the performance of 
its major functions. 


Exposure of Enemies 


E shall not act on the defensive any 

longer. I intend later in this address 
to announce a new attitude and a new policy 
on the part of the New York Stock Ex- 
change. It will no longer submit to unwar- 
ranted attacks from doubtful sources with- 
out turning on its enemies and exposing 
them. It has nothing to hide. It has 
everything to gain from publicity. Its op- 
ponents have everything to lose. Hereafter 
it will employ this weapon to the very 
limit. 


It will give nationwide publicity to the 
nature of the attacks which are being made 
upon it, to the character of the attackers 
and their frequently disreputable motives, 
and to the doubtful purposes which they are 
hoping to achieve. And as you will see 
later the weapon is likely to be effective. 
Whenever we are forced to use it, those 
who are trying to injure the Exchange will 
find it difficult to protect themselves. Their 
own actions have made them vulnerable. 


Autonomy Is Necessary 


HAT is the New York Stock Ex- 

change? Briefly stated it is incom- 
parably the greatest market for securities 
in the United States and, with the possible 
exception of the London stock market, the 
greatest market in the world. There is no 
question that the highest standard of busi- 
ness conduct prevails on the Exchange nor 
that the methods there prevailing serve the 
interests of the public better than any sys- 
tem that can be devised. 

The Exchange has grown up under a 
system of free government. It has no 
charter from the State, it has no special 
privileges, it exists by virtue of the contract 
between its members incorporated in its 
constitution. The success of its manage- 
ment is due to its autonomy. Men of 
character and experience are willing to de- 
vote their ability and time to its service. 

-The principle on which free government 
is founded is that all who are conducting 
their business in the best interests of the 
public should be left to conduct their busi- 
ness without interference by the State. The 
Stock Exchange claims that it has done 
better under its own government than could 
possibly be expected under any sort of State 
control or supervision, and in the light of 
its success it asks that it be left free from 
bureaucratic interference. 

When I speak of the Exchange as the 
people’s market I do not say something 
that has a doubtful meaning. I took 
the list of stocks listed on the Exchange 
the other day and out of curiosity began 
to figure how many kinds of goods—if I 
may use the expression—there were on our 
shelves. In a short time I had figured up 
one hundred and fourteen, ranging from 
aeroplanes, air-brakes, asphalt, automobiles, 
bread and cake, cement, cereals, collars, 
shirts, leather, sugar, silks, salt, ribbons, 
tinfoil, typewriters, varnish, underwear, 
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down to cardboard, patterns, yeast, writing 
paper and fire engines. 

Just imagine a great department store 
with one hundred and fourteen separate 
shops and the goods represented in those 
shops available on short notice to any per- 
son situated in any part of the world. It 
is the listing of the stocks of the companies 
owning these goods, on the New York 
Stock Exchange, which permits the develop- 
ment of industry and the distribution of 
the goods themselves. 

I am not going to discuss today the eco- 
nomic functions of the Exchange, but when 
criticism is made of the amount of Stock 
Exchange loans, I want to call attention 
to the tremendous increase in the number 
of commodities listed on the Exchange as 
a consequence of the large number of part- 
nership firms that have during recent years 
been incorporated. This will account for 
an important total amount of new securities 
that have come on the market, and as a 
result I believe it may safely be said that 
to a large extent the commercial loans of 
yesterday are the Stock Exchange loans of 
today. It is therefore only just that we 
should not measure present day Stock Ex- 
change loans by former standards. 


Has Fought Alone 


HERE were listed on the New York 

Stock Exchange on June 30, 1923, the 
securities of 630 companies representing 892 
issues of stocks and having an approximate 
value of $24,000,000,000. There were also 
listed 1669 issues of bonds of 688 companies, 
governments, etc., representing more than 
$18,528,000,000. This latter amount does 
not include $20,000,000,000 Liberty Loan 
bonds. These vast figures give you some 
idea of the New York Stock Exchange. 
Much of the antagonism to the Exchange is 
begotten in economic ignorance. 

The Stock Exchange operates in terms of 
capital instead of in terms of commodities, 
and that is why I wanted to point out to 
you what a large number of commodities 
are represented in the capital in which the 
Stock Exchange operates. All progress is 
conditioned on public understanding, and 
until we have such understanding of the 
purposes and functions of the New York 
Stock Exchange it cannot fulfill its natural 
purpose, which is to supply one of the great 
elements in the prosperity of the country. 

The Stock Exchange is an ally of law 
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enforcement. It is seldom, however, in re- 
cent years that the Stock Exchange has been 
called upon or even permitted to cooperate 
with law enforcement officers. In the thirty- 
year-old fight which the Stock Exchange 
waged against the bucketshops its chief ob- 
stacles have been the inertness and lack of 
cooperation of many public officials. 


The Stock Exchange destroyed through 
its own efforts the old “clean sheet” bucket- 
shops, and it is bending all its energy 
toward ending the operations of the new 
type of swindle. This new bucketshop is a 
more sinister affair than the old, not only 
because it steals the people’s money as it 
was stolen in the old days, but because, in 
most cases, it has an underground backing 
of tremendous influence and weight, be- 
cause it is supported by men whose position 
in the community has the appearance of 
being free from any taint or connection with 
such vicious operations. 

Legislation which has been proposed in 
recent years has been aimed not at the 
bucketshop or stock swindlers, but for the 
most part at the New York Stock Exchange. 
That practically every legislative proposal 
of recent years has been applauded by 
crooks and swindlers; that the indorsers 
of this legislation aimed against the security 
of the Exchange have been men known to 
be engaged in bucketing business, amply 
justifies the suspicions with which this legis- 
lation must be regarded. 


Licensing Helps Swindlers 


HE New York Stock Exchange has 

opposed certain proposals for legisla- 
tive regulation of stock trading because 
such regulation would have destroyed the 
autonomy of the Exchange, opened its 
doors to the dishonest, paralyzed its disci- 
pline and unloaded a horde of politicians 
and potential criminals upon it. I do not 
say that the men who drew up the legisla- 
tion realized the effect of the laws they 
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would have enacted but I do state that the 
position of the Exchange has been sustained 
and verified to the letter by the damning 
revelations of the past few months. 

Among the proposals of those who would 
regulate the New York Stock Exchange 
through political bureaus were licensing of 
brokers, examination of books, restriction 
of the use of securities by firms in the mat- 
ter of loans, and regulation of the issue 
and sale of securities. With the last the 
Exchange has nothing to do except in a 
general way to oppose laws which might 
interfere with free markets for legitimate 
securities offered in the State of New York. 

Let me say in the very beginning that 
licensing and examination of brokers’ books 
would open up to swindlers and_ that 
peculiar breed of politician who herds with 
swindlers the richest graft in the history 
of the nation. Licensing has been advocated 
by men of the highest honesty and with the 
keenest desire to do everything that will 
protect the financial markets, but these men 
have not figured out the effect which will 
follow from the use of a system which can- 
not possibly be effective and which can be 
and will be destructive. 


The whole subject of licensing brokers 
was considered by a Commission appointed 
by Governor Smith in 1919. This Com- 
mission was most carefully selected and 
was composed of men conversant with the 
subject. In the report of the Smith Com- 
mission there appears the following concern- 
ing licensing: 

“The objection to a law of this character 
is that every citizen should be free to enter 
into any legitimate business that he sees fit ; 
and that to require a licensing system and 
to confer power upon some State official to 
grant or withhold a license, is an abroga- 
tion of individual rights and liberties, is 
un-American in principle, and has been fre- 
quently denounced by the courts.” 

This is the conservative opinion of a com- 
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mittee of men who impartially and at length 
studied the question. Licensing will not 
eliminate the fraudulent or unscrupulous 
dealer in securities, but, on the other hand, 
it will aid the swindler. He can swindle 
the public much more readily if he is oper- 
ating in virtue of a State license, which to 
the undiscriminating public would be a State 
guarantee of both his own legality and the 
merits of the securities offered. 

You cannot prevent crooks or prospective 
crooks from obtaining a license. A political 
body issuing licenses will naturally take 
political references first and general refer- 
ences second. When the Stock Exchange 
cut off its quotations from Messrs. Hughes 
and Dier, a bucketshop, men of the highest 
political, financial and social standing wrote 
letters to the Exchange urging that the 
wires be restored; there were personal in- 
terviews, telephones and every kind of pres- 
sure and solicitation from men whose name 
and record meant much in the community. 
The Exchange denied these demands; would 
a political license bureau have done as 
much? 


Power to License 


F you have been following the New York 

papers during the past few months you 
may have noted the queer mix-up between 
politicians and the bucketshops. Would you 
give to these gentlemen—the angels behind 
the bucketshops—the power to grant licenses 
to brokers? Would you permit them to 
force the New York Stock Exchange to 
admit to its membership men known to be 
crooks? 


| Bete me read you a statement by a man 
prominent in the political life of New 
York State, a man of national repute, clean 
in politics and business, active in public life 
and familiar with all the forms of politics. 
He was asked whether he would approve of 


a law licensing brokers. 
had to say: 

“IT shall fight a law licensing brokers as 
long as I am in public life and even when 
I am out of it. It would mean a deluge 
of licensed crooks. It would mean that 
every public man in the State of New York 
would be under continuous pressure to ap- 
prove someone whom he did not know and 
who was actually a crook. Suppose I have 
a friend, Mr. X, who is a banker, and he 
has a friend, Mr. Y, who is a business man 
who deposits with him, and Mr. Y has a 
man who buys goods from him, whom we 
shall call Mr. Z. Through some combina- 
tion of circumstances Mr. D, a crook, knows 
Mr. Z, and gets him to ask Mr. Y to ask 
Mr. X to ask me for an indorsement. I 
am under social, political, and maybe finan- 
cial obligations to Mr. X. Shall I indorse 
Mr. D and get him a license and be re- 
sponsible for having put a crook in a posi- 
tion to steal? That is not a far-fetched 
illustration. It would be a common one. 
Licensing would mean a restriction of the 
usefulness of honest brokers and the over- 
whelming of the security business by crooks 
wearing the badge of decency which a State 
license would impress upon them. Licensing 
would mean the licensing of the unfit and 
the chances are that any such license bureau 
would fall into the hands of shady poli- 
ticians. That is why I oppose and will 
always oppose this great potential graft 
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game of licensing brokers. It is not merely 
foolish, it is futile and dangerous.” 


Objection to Licensing 


NEW YORK newspaper which has been 
carrying on an intensive: campaign 
against our most prominent bucketeers and 
which supported a licensing bill last year 
gravely makes this suggestion : 

“Some people are discussing with interest 
the possibilities of graft in a licensing and 
examination system run by politicians. * * * 
Such examiners and licensers would possess 
a ‘nuisance value’ which, skillfully exercised, 
could realize handsomely in cash. * * *” 

The members of the New York Stock 
Exchange object to a licensing system for 
the reasons already stated and because a 
great part of the undiscriminating public 
would put all holders of a State license on 
a parity: men of questionable probity would 
be placed on a level with men of accepted 
character and unquestioned solvency. 

In reality, licensing is merely a prelude to 
the examination of brokers’ books. The 
question is often asked: The books of 
banks are subject to examination; why not 
the books of brokers? A very great dis- 
tinction exists between the banker and the 
broker. Brokers are agents for their prin- 
cipals. The business of a banker is pri- 
marily the business of the bank and involves 
the affairs of its depositors only incidentally. 

The business of a broker is the business 
of his customers and an examination of the 
books of the broker involves an examina- 
tion of the private affairs of all of his cus- 
tomers. The examination of brokers’ books 
is proposed as a means of protecting their 
customers, but the customers are the very 
people who would protest most vigorously 
against such disclosure of their private af- 
fairs. Business done by a broker for his 
customers is necessarily of a peculiarly con- 
fidential nature, to be guarded as strictly as 
the secrets of a lawyer or a doctor. 


The examination of a broker’s books 
would not afford the public any sub- 
stantial dcgiee of protection: licensing and 
examination of books might result in the 
improper use of information gained. As 
a result of the large force of inspectors 
that such an examination, however per- 
functory, would require, the opportunities 
for graft would be limitless. The confiden- 
tial information to which the examiners 
would have access might in some cases 
reach people disposed to make dishonest 
use of it. It would open the door to un- 
limited graft even if only one examiner 
out of fifty should prove venal. Consider 
the price the dishonest operator would 
pay to learn of the transactions on some 
brokers’ books! Consider the opportunity 
to trade upon the knowledge obtained! 

A proper and competent examination of 
a brokerage house takes much more time 
than the examination of a bank of the 
same relative size. This is because of 
the diverse and sometimes complicated 
transactions which occur in the brokerage 
business. The usual bank examination con- 
sists of a verification of assets, mainly 
physical inspection of cash, securities 
(stocks and bonds), discounted notes, etc., 


comparison with book figures and deter- 
mination of sufficiency of total assets to 
meet liabilities, capital and surplus. 

It would be a rare instance where a 
bank examiner would do other than accept 
discounted notes at face value or where 
he would confirm depositors’ accounts. In 
a broker’s office, however, a determination 
of the status of and a confirmation of 
every customer’s. account is one of the 
most vital points in the examination. Dif- 
ficulties involving a brokerage firm may 
be brought about by partnership operations 
and would be discovered by inspection and 
verification of firm accounts. But a firm 
may also become involved through the 
operations of its customers, making im- 
perative a thorough verification of every 
customer’s account. The need for this and 
the labor involved is readily appreciated 
when thought is given to the status of the 
customers of a broker. 

The legal relation is that of principal 
and agent. The business relation is that 
of debtor and creditor. It is at this point 
that the importance of thorough inspection 
and examination of the customer’s account 
becomes apparent. Is the customer the 
debtor or the creditor? In many trans- 
actions carried on the broker’s books the 
broker buys securities for the customer, 
the customer paying the broker only part 
of the purchase price. This is a margin 
transaction and the customer is indebted 
to the broker for the remainder of such 
purchase price. 

The broker, however, is accountable and 
liable for the customer’s equity. This 
equity may become endangered or even 
exhausted because of fraud, incompetence 
or deceit of partners or employees,. in- 
judicious credit allowances, etc., to the ex- 
tent of impairing the firm’s working capital. 

Verification of customers’ accounts, you 
can readily see, is a painstaking and lengthy 
process and is complicated by the diversity 
of transactions of customers, not only in 
various stock markets, but in many in- 
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stances in various commodity, future and 
spot markets, foreign exchange and money 
transactions. 

A medium size bank with say one thou- 
sand depositors would present no particular 
difficulties to an examiner, but a brokerage 
firm with one thousand open accounts 
would present a complicated problem re- 
quiring a staff of examiners with high 
special training and an understanding of 
the various lines of business. As the num- 
ber of brokers and brokerage firms in the 
State of New York is greatly in excess 
of the number of banks, an enormous staff 
of experts would be required for even a 
cursory yearly examination of every brok- 
erage house. 


Laws of Exchange 


N the other hand, the New York Stock 

Exchange, by means of its question- 
naire, can detect evidences of irregularities 
or unsoundness in time to check preventable 
loss to the customers of its members, and 
this power is exercised to the fullest extent 
with the complete preservation of the secrets 
of the broker and client. Its staff of account- 
ants are men who are selected for their 
character, their special knowledge and their 
intimate familiarity with the details of the 
brokerage business. 

The last of the proposed provisions, to 
which I have alluded, is that which would 
prevent any member of the Exchange from 
pledging any securities belonging to a cus- 
tomer for a sum greater than the amount 
owed by such customer or to pledge the 
same with other securities belonging either 
to other customers or to the broker. 

This does not aim at those cases where 
the, broker pledges the customers’ securities 
without his consent: it has always been 
contrary to law for a broker, without the 
consent of his customer, to pledge the cus- 
tomers’ securities for more than the amount 
due by the customer thereon whether alone 
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or with other securities. But it is the law 


of the Stock Exchange: 


“That an agreement between a Stock 
Exchange house and a customer, author- 
izing the Stock Exchange house to pledge 
securities carried for the account of the 
customer, either alone or with other 
securities, either for the amount due 
thereon or for a greater amount, or to 
lend such securities does not justify the 
Stock Exchange house in pledging or 
loaning more of such securities than is 
fair and reasonable in view of the obliga- 
tions of the customer to the broker.” 

It is further the law of the Exchange: 

“That no form of general agreement 
between a Stock Exchange house and a 
customer warrants the Stock Exchange 
house in using securities carried for the 
customer for delivery on sales made by 
the Stock Exchange house for its own 
account, or for any account in which the 
house or any general or special partner 
therein is directly or indirectly inter- 
ested.” 


Protection by Exchange 


 Bnny the Stock Exchange goes further 
than the law and prevents any member 
from pledging or loaning more of a cus- 
tomer’s securities than is fair and reason- 
able in view of the customer’s indebtedness 
to the broker. 

But the proposed legislation is also in+ 
tended to prevent a broker, who is a 
member of an Exchange, even with the 
consent and authority of his customer, from 
pledging the customer’s securities along 
with other securities for even the amount 
owed by the customer thereon. One effect 
of this provision would be to make it 
impossible for brokers who are members 
of the Exchange to render to their cus- 
tomers the service which such customers 
desire, and would practically destroy the 
business of such brokers. It would dis- 
criminate in an extreme degree against 
brokers who are members of the Exchange 
in favor of outside institutions and non- 
member brokers with the result that the 
members of the Exchange would become 
mere floor brokers. 

The greater part of the purchasers of 
securities on the Exchange are not in a 
position immediately to put up the full 
purchase price. They put up part of the 
purchase price and the balance is supplied 
by the broker, who must in turn borrow 
the money from a bank. As business is 
done, it is wholly impossible for the broker 
to borrow separately on the separate securi- 
ties of each customer. It would be mechan- 
ically impossible because of the number 
and volume of transactions. It would be 
financially impossible because the banks 
require mixed securities as collateral. The 
result is that brokers must largely finance 
their transactions by making large loans, 
pledging therefor securities belonging to a 
number of different customers. Of course, 
in order to do this without violating the 
rights of their customers they must get 
their customers’ consent, but customers who 
trust their brokers feel no hesitation in 
giving the consent which they realize is 
necessary to enable their brokers to render 
them the service they want. 


Dangerous Bills 


— control of the Exchange over busi- 
ness transacted on its floor, its ability 
to prevent manipulation, wash sales, and all 
other improper transactions, would be very 
materially restricted, if not wholly lost, if 
this legislation were enacted. The principals 
in the transactions would be too far out 
of reach of the Exchange for it to exercise 
any degree of control over their transac- 
tions. The Exchange as a great institution, 
composed of firms of large capital and a 
wide clientele, would cease to exist. It would 
be a mere meeting place for floor brokers. 

Everyone understands that neither hon- 
esty, intelligence, nor official efficiency can 
be legislated. It is a reassuring fact that 
in the past ten years every proposal to 
impose these onerous, futile and dangerous 
restrictions on the New York Stock Ex- 
change has been defeated in Congress or in 
the New York State Legislature. These 
provisions were defeated because study re- 
vealed the fact that they were deadly and 
useless. 

A bill was introduced in the winter of 
1913 in Congress which would have incor- 
porated the New York Stock Exchange and 
put it under the complete control of political 
forces, taking away from it the power to 
regulate its own doings. The bill was 
beaten in the spring of 1914. During the 
critical days at the end of July of that year, 
when the great war broke out, the Ex- 
change was compelled to close to prevent 
a panic and to conserve the finances of the 
country. If that bill had passed in the 
spring of 1914, and if the Exchange had 
been incorporated, any individual could by 
injunction have prevented the closing of the 
Exchange and thus have precipitated a 
panic which might have crippled the coun- 
try’s resources. 


Post Office Points Way 


HERE are ten thousand new laws an- 
nually which go on the statute books 


only to be forgotten. There are laws on 
the statute books of the State of New York 
covering bucketing, conspiracy to defraud, 
sale of fraudulent securities, and the other 
forms of this kind of larceny. Why are 
they not enforced? The Postoffice Depart- 
ment today is demonstrating what it can do 
with the fraud laws on the Federal statute 
books and is driving stock swindlers out of 
business throughout the country with a 
very small force and with a very small 
appropriation. Its success is due entirely 
to the fact that Postoffice officials mean to 
put these crooks out of business, that they 
desire to keep them out of business; they 
do not seek the alibi of new legislation. 

In law enforcement rather than. in new 
laws lies the solution of the bucketshop 
problem. Bucketing, stock swindling, fraud- 
ulent promotions, are not new. Petty lar- 
ceny and grand larceny and conspiracy re- 
main the same. The cure is jail sentences; 
a determined effort by legal officers of the 
State to enforce the law. Bucketing is 
larceny and can be punished under the pres- 
ent laws. 

Here are some facts that may interest 
you. E. M. Fuller & Company—the name 
should be familiar to you—one of the 
fargest bucketshops, failed in the summer 


of 1922. The District Attorney of New 
York County obtained soon after the bank 
ruptcy thirteen indictments each against 
Fuller and McGee, the partners in Fuller 
& Company. Fuller and McGee obtained 
separate trials. The trial of Fuller began 
in the fall of 1922. The judge dismissed 
the first grand larceny indictment against 
Fuller without sending it to the jury. 


Bucketing Cases 


HEN followed three trials on the first 

charge of bucketing against Fuller, re 
sulting in a mistrial and two jury disagree- 
ments, together with the most scandalous 
charges of witness-hiding that have char 
acterized any case in New York in years 
During all of these efforts of the prosecut- 
ing attorney to convict Fuller the con 
stant plea was that he was handicapped 
because he could not obtain access to the 
books of Fuller & Company. There was 
a great deal of noise about a court fight 
which should wrest from the receivers the 
use of the books for the redress of bucket 
shop victims. Such a fight J believe actual- 
ly was begun more than a year ago in the 
cases of Fuller, Dier and Ruskay. 

In the midst of this fight the referee, 
Harold P. Coffin, assuming rightly that the 
books belonged to the bankrupt estate and 
not to the bankrupts, instructed the attor 
neys for the receiver to move before him 
for the delivery of the books by the 
receiver to the trustee without limitation as 
to their use and thereupon entered an order 
to that effect. In less than three weeks the 
order had been sustained by Judge Julian 
W. Mack, of the United States Circuit 
Court, and in principle by the United States 
Supreme Court. The Fuller books were im- 
mediately made available to the District 
Attorney, though his own fight still re- 
mained in the United States Supreme Court, 
and no sooner were these books in the hands 
of the District Attorney than both Fuller 
and McGee walked into the court room and 
entered a plea of guilty of operating a 
bucket shop. 

Upon this principle thus established the 
books of other bankrupt brokers are now 
available to the prosecuting officers. I cite 
this case merely to show something of the 
delays in law enforcement and also to show 
that the continued harping on the idea that 
bankrupt bucketeers who fail cannot be 
prosecuted because their books are not 
available is not an argument based on facts. 

The developments in the Fuller case 
have absolutely sustained the position of the 
New York Stock Exchange against licensing, 
against examination of books, and confirmed 
its contention that where there is law en- 
forcement there is plenty of law. It is my 
hope and wish that the revelations which 
are now going on in the Fuller case will 
show still more clearly bucketing in its com- 
plications with politics. 

Part of the trouble today is the indiffer- 
ence of the average citizen to political mat- 
ters. He takes little interest in the election 
or selection of his lawmakers or of his 
public officials. He does not follow their 
records in office and, if he votes at all, he 
votes negligently and with his eyes shut. 
In time he will compel the sworn officers 
of the law to enforce the laws regularly 
and impartially. In the meantime enforce- 
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ment of law by spasms is worse than non- 
enforcement. 

Heretofore the Exchange has contented 
itself with ignoring attacks in the public 
prints, with making appearances before the 
proper legislative committees and presenting 
its arguments against legislation, through 
counsel or officers of the Exchange. 

Hereafter the Exchange intends to fight. 
We are tired of the abuse and lies which 
are daily hurled at the Exchange, and while 
we do not intend to reciprocate in kind, we 
do intend that every item of information 
in our possession which will enlighten the 
public concerning the men who are attack- 
ing us, concerning their methods, their pur- 
poses, their records, and their objects, shall 
be given to the public. 

If an office holder stops long enough at 
the Grand Central Station to call up the 
President of the Exchange and tell him 
that he wants-a certain thing done for some- 
one, contrary to the rules of the Exchange, 
and that he wants an answer in fifteen min- 
utes because his train leaves for Albany, 
where he is going “to look into the bill 
aimed at the Stock Exchange,” we shall 
consider that threat an item of news and 
give the gentleman’s name and his threat 
to the newspapers. 


Want Investigations 


F another office holder, who has a re- 

taining fee from a notorious bucket shop, 
calls us up and gives us seven minutes in 
which to restore the wires to that bucket 
shop, under threat of political reprisal at 
Albany, we shall give that gentleman’s name 
and a record of the conversation to the 
public, with such other details as the facts 
may warrant. 

Again, if the author of a bill which was 
designed to put the Exchange out of busi- 
ness comes to us and asks for a retaining 
fee so that he may testify that he has in- 
vestigated the Exchange and found it per- 
fectly all right, we shall be glad not merely 
to deny the gentleman the retaining fee as 
we have done, but to give his name, busi- 
ness, postoffice address, and other facts 
which will be of interest undoubtedly to the 
public. 

Furthermore, if any man, whether he be 
public official or not, holding high place or 
not, writes to the Governors of the New 
York Stock Exchange or to its President, 
demanding, with covert threat, that certain 
bucket shops shall have our wires, we shall 
publish these letters no matter whether the 
political position of the gentleman in ques- 
tion be high or low. This is desirable not 
from our own point of view, but from the 
necessity and desirability of advising these 
gentlemen’s confreres as to the character 
of the men with whom they are associated. 


Investigations Welcome 


T HE Stock Exchange will continue to 
fight bucket shops and it will fight those 
affiliated with bucket shops who seek to 
make money out of the power given them 
by their political connections. Do not think 
that I am attacking political parties or the 
great body of public men who are giving 
their time and earnest effort to the work of 
government. The State of New York has 
in its Legislature men of the highest type 


and in its other public offices men equally 
impeccable. 

It is not political parties with which I 
quarrel but political pirates and those 
hangers-on of politics who are mixed up 
with politics and interfere with law enforce- 
ment. The political buccaneer knows no 
party and the public official who is spine- 
less in the enforcement of the law is usually 
the one who makes gratuitous, purposeless 
and rabble-rousing attacks on decent men 
and decent institutions. 

Public officials should know that crooks 
take on the protective coloration of re- 
spectable business men, but instead of recog- 
nizing this fact and realizing that crooks 
are crooks and merely the barnacles of de- 
cent business, decent business is attacked 
in the pulpits, in the magazines, in the pub- 
lic prints. 


Blue Sky Laws 


HOPE I have made clear the position 

of the Exchange. It has fought a fight 
to keep the people’s market out of the hands 
of crooks and their more crooked allies. 
It has conscientiously endeavored to develop 
some plan which would prevent swindling 
of the public. 

A committee of the Stock Exchange for a 
period of ‘nearly a year made an intensive 
study of every blue sky law and regulatory 
measure in the United States. Bankers, 
members of investment houses, bond sales- 
men, members of blue sky commissions, 
and every person who might have any 
knowledge as to the working of the blue 
sky laws either from the regulatory end or 
from the distributing end appeared before 
the committee, and gave facts concerning 
this kind of legislation. 

The committee was unable at the end of 
this intensive study to recommend any sin- 
gle form of blue sky law in existence in 
the United States. It was unanimously of 
the opinion that legitimate business would 
suffer through such legislation and the sale 
of fraudulent securities would not be 
checked. The question of the examination 
of books of brokers has been studied from 
every angle and I have already given you 
some of the reasons why such examination 
would be dangerous, while being absolutely 
useless. 

The question of licensing has also been 
studied in every phase and we have found 
no reason which would justify such licens- 
ing, while on the other hand, we have found 
many reasons showing its serious possibili- 
ties. There are other regulatory measures 
which the Exchange has considered and 
which it is still considering. 


Severe Rules 


HE Exchange will not pass upon any 

question off-hand, nor has it ever been 
the policy of the Exchange to take snap 
judgment. Its members today are under the 
severest rules and regulations of any or- 
ganization in the world, but every rule and 
regulation has been carefully thought out 
and is the result of knowledge and experi- 
ence. 

In conclusion, I want to extend to every 
member of the American Bankers’ Associa- 
tion an invitation to visit the New York 
Stock Exchange and study it from the 


ground up. I also extend this invitation 
to every newspaper editor in the United 
States. In fact, we are already planning to 
extend a definite invitation for a particular 
date to the editors of the newspapers of the 
United States to come and see what the 
New York Stock Exchange is and to study 
it carefully and thoroughly. 

The Exchange wants every man and 
woman in the United States to have an 
intimate knowledge of its workings, of its 
purposes, and of the men who are directing 
its affairs. I have promised a certain kind 
of publicity today and I will add that we 
welcome any kind of publicity which is 
based on actual facts. 

The Stock Exchange and the banks, if 
they cooperate, can bring about that which 
is of the greatest importance to the whole 
country, economic education and under- 
standing of financial institutions and finan- 
cial ethics. 


Bank Women’s Convention 


RESIDENT JOHN A. PUELICHER 

of the American Bankers Association, 
addressing the first general convention of 
the Association of Bank Women at Atlan- 
tic City, congratulated the members on their 
knowledge of economics. “Such knowledge,” 
he said, “carried into the home could not 
fail to benefit and in those cases where 
marriage withdrew women from banking 
they would demonstrate in home keeping and 
civic life the advantages of their former 
banking contacts.” 

Miss Lucile Aitchieson, Secretary of Em- 
bassies, State Department, Washington, 
stressed the fact that women were 
now successfully represented in each rank 
of banking life, from manager of women’s 
departments through assistant officers to 
treasurer, director, vice president and even 
president. “This absence of restriction,” said 
Miss Aitchieson, “is peculiarly interesting in 
view of ‘the corners’ allotted women in 
many other fields. Highly privileged as you 
are, you are equally highly obligated. One of 
your chief services to my mind will be edu- 
cating other women along the lines of sound 
investment. Of earning they have fair knowl- 
edge, and circumstances incite to the neces- 
sity of saving, but of investment they are 
ill informed.” 

Miss Mary B. Reeves, lately secretary of 
the National Mutual Savings Bank Associa- 
tion, has just returned from Europe and 
like the masculine speakers of the American 
Bankers Association she was thankful her 
lot was in America. 

Forty-three members of the Association 
of Bank Women attended the convention. 
The full membership is ninety-eight. 

One of the many features of the conven- 
tion was a regional “clearing house” so to 
speak, under direction of Miss Jean A. Reid, 
Manager of the Women’s Department, Bank- 
ers Trust Company, New York, at which 
each vice-president of the Association called 
upon certain members of her district to 
speak. 

An open forum was presided over by Miss 
Mina M. Bruere, Secretary of the Associa- 
tion and Assistant Secretary of the Cen- 
tral Union Trust Co., New York. 
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Across the Atlantic 


By FRED I. KENT 


Vice-President, Bankers Trust Company of New York 


Cancellation of Interallied Debts with Proper Under- 
standing Would Bring Trade Revivals That Would Compensate. 
Would Be Greatest Effort Toward Solution of Reparations 
If America Fully Understood She Would Help. 


Tangle. 


HERE are those in America who 

really believe that we are self-suffi- 

cient and. if we are willing to live 

without those things which come 
from other climes and countries that today 
constitute a great part of our daily re- 
quirements and if we would do without 
the art and science of other peoples, which 
are so necessary to broaden our own point 
of view, we might be said to be self- 
sufficient. 

But is there any American who would be 
willing to accept such a condition himself 
and be deprived of the multitude of foreign 
conveniences and luxuries that now take 
such an important place in his life, to say 
nothing of the foreign markets which ab- 
sorb his surplus production directly or 
indirectly ? 

There are certainly no live Americans 
who would agree to such a situation and 
surely our people have never sought to 
encourage the belief that they are dead ones. 


All Kinds of Men 


HERE are also those who would have 

us believe that Europe is a hot-bed of 
dishonest politicians and that all that the 
European nations desire of the United 
States is American money and that even at 
great sacrifice to ourselves we should there- 
fore take no part in the present crisis. If 
this were true, it is conceivable that it 
might be to the interest of the United States 
to continue to hold aloof from Europe until 
a different attitude was manifest but is it 
true? 

In every country in Europe there are un- 
doubtedly dishonest politicians, even as there 
are in America, and it is true that such 
politicians endeavor to mislead the people 
for their own purposes. It is unfortunately 
a fact that everywhere such men do meet 
with more or less temporary success in 
fooling the people, even though at some 
time or another such gullibility is found to 
be expensive and has to be paid for. But 
alongside politicians of this stamp in every 
country are men in the public service who 
are honorable, patriotic and high-minded 
and who are striving to the best of their 
ability to accomplish those things necessary 
for the good of their peoples and often 
under most discouraging conditions. 

When any considerable proportion of the 
population of any country is under great 
stress of living, as is true practically 
throughout Europe, it is inevitable that men 
who are without honor and are therefore 
willing to promise to correct all of the evils 
which exist in attractive but impossible ways 


should meet with sufficient favor to give 
them political force and it is equally true 
that honorable men, who are not willing to 
promise the impossible, often have to stand 
by and see quack nostrums tried out that 
are certain to increase the sufferings of the 
masses before they can obtain the power 
themselves to apply intelligence and in- 
tegrity to the problems which exist. 

Such a situation may be found wherever 
there are communities of men and unfor- 
tunately in the United States of America 
we are often obliged to learn our lessons 
in such devious ways and in this present 
day our prosperity is even now menaced by 
just such forces. Then there are, of course, 
the ignorant and well-meaning who uncon- 
sciously play into the hands of the vicious 
because of their lack of knowledge of 
fundamentals and their enthusiasm for false 
theories. No one would say for a moment 
that because such conditions exist in the 
United States that we should stop striving 
for our country’s good and because the 
same conditions to a greater or less extent 
exist in the nations of Europe, is there any 
reason why we should hold ourselves aloof 
from being helpful to them? 

After such a war as the World’s War, 
it is inevitable that vast masses of the peo- 
ple, which had become lethargic, should be 
stirred into new life. Thousands and mil- 
lions of men whose circle of existence had 
been entirely confined to a certain few 
neighborhoods were led into strange and 
foreign places, and became acquainted with 
different living conditions and were awak- 
ened to new possibilities in life and when 
they returned to their homes and met their 
fellows who had had similar experiences, 
new ideas and new desires were certain to 
permeate latent masses. 


False Ideas 


UT it is also certain that such masses 

cannot become fundamentally sound in 
their ideas immediately and that conse- 
quently such impossible policies as Com- 
munism and radical Socialism are-tempo- 
rarily looked upon with favor and that 
professed dictatorships by the people, in 
which the people have no voice whatsoever, 
are advocated. 

It is not strange therefore that the world 
today is to a certain extent taken up with 
false ideas, but such a condition instead of 
decreasing the necessity for effort to bring 
about sound fundamentals and proper social 
relationships increases such necessity. 

But fortunately there are even stronger 
forces than those of disruption which have 
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been at work among the European nations 
and that are thoroughly constructive in 
their character. Through such forces the 
terrible effects of the war and the difficul- 
ties of the peace treaties which followed 
it are being overcome. In reality the im- 
provement has been at a marvelously rapid 
pace and the Europe of today is very far 
removed from the Europe of the fall of 
1918. 


Hate Dying Out 


T is true that the differences which con- 

tinue to exist between Germany and the 
Allies are holding back reconstruction, but 
there is very positive evidence that under- 
lying the discouragement, which such a 
condition naturally carries with it, a greater 
feeling of hope actually exists. In many 
of the countries of Europe a very strong 
belief is developing that once a final agree- 
ment has been reached between Germany 
and the Allies that trade and commerce will 
be resumed between all countries with an 
increasing rapidity that will in a compara- 
tively few years make its volume outstrip 
anything that has ever gone before. 

The flame of race hatreds in many coun- 
tries has been gradually dying down as the 
fact is being recognized that the nations 
are dependent upon each other to such an 
extent that it is to the interest of each to 
make reciprocal treaties which will reduce 
or remove trade barriers. A willingness to 
work is also becoming more apparent and 
it is being realized that markets are de- 
veloped by production equally as produc- 
tion is undertaken to meet markets. 

The waves of propaganda which spread 
throughout Europe from Russia that led 
labor into the belief that it could obtain 
those things desired for living and luxury 
without working is rapidly losing its force. 
Workmen are realizing more and more that 
without labor there can be no production 
for distribution and that without produc- 
tion for distribution men cannot exist. 


The change in Italy in this respect since 
Mussolini came into power has been almost 
beyond comprehension and it would seem as 
though labor in Italy had come to a full 
realization of the fact that the greater the 
number of things produced the more people 
can have them and it is working accord- 
ingly. 

Austria, which a few short months ago 
was a nation of despair, has now become 
a country full of hope and with a very 
marked intent to work out its own salva- 
tion and to live up to the agreements which 
it has made with other nations, even though 
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it can only succeed in this program by the 
hardest kind of labor and at very great 
sacrifice. 

It is an example to the world of what 
can be accomplished through right intent 
which in the case of Austria led its former 
enemies to combine for its benefit and ad- 
vance to its government $130,000,000. 

Hungary, after going through a terrible 
Bolshevik reign and an expensive foreign 
occupation and after having been dismem- 
bered unfairly, in the opinion of its people, 
by the Treaty of Trianon, was not only in 
despair but its people were for a time so 
occupied in commiserating with themselves 
that little progress was made toward better- 
ing their condition. But so great has been 
the change, and the Hungarians are now 
striving so positively to make the most of 
what is left to them, that it would not be 
surprising if their former enemies should 
also make them a loan to help them tide 
over their present crisis. 


Danger of Russia 


HILE the people of Czecho-Slovakia 
have not had to pass through the ex- 
treme difficulties which faced both Austria 
and Hungary, yet they had some very 
serious troubles during the period of the 
stabilization of their currency and they came 
through them extremely well. This new 
nation is made up of willing workers, not- 
withstanding the serious strikes which have 
caused its people such needless hardships. 
In Poland they are still confronted with 
some very terrible problems, but there is 
an enthusiasm for their new country that 
is bearing good fruit and that has helped 
to create a most hopeful state of mind. 

While the development in some of the 
Balkan countries is much slower than in 
others and the difficulties which exist in 
Greece are still very great, as there has 
not been sufficient time since the Turkish 
War to work them out, they are all pointed 
in the right direction. 

The trials of Switzerland, which have 
borne so heavily upon its pedple, should 
rapidly disappear after Germany and the 
Allies arrive at a final agreement; and the 
same is true of Holland, where the effect 
of the occupation of the Ruhr has been 
particularly distressing, but whose people 
are most dependable and have held their 
mental equilibrium extremely well under 
the circumstances. 


In France the evidence of thrift on the 
part of its people has been as great since 
the war as before it and the attitude of 
labor has become more patriotic with a 
consequent great improvement in the men- 
tal condition of all the people. Something 
of this same development is noticeable in 
Belgium as well. Both of these nations 
are fundamentally stronger than they were 
at the close of 1920 and much can be ex- 
pected from them when peace is re-estab- 
lished. 

In Great Britain some of the most dan- 
gerous phases of the labor development 
which followed the armistice and the trade 
collapse of 1920 seem to have been dissi- 
pated and a healthy mental reaction can 
easily follow the return of peace in Europe. 
British integrity is a great asset in time of 
trouble. 


The Scandinavian countries have had 
their share of the extremes of radicalism, 
but have succeeded in protecting themselves 
from their most evil effects and only need 
the opportunity of peaceful conditions to 
work out of their troubles which have been 
very real. 

The Russian problem is serious and can 
only be solved by time. It is also going to 
be necessary during such time for the other 
nations of the world to- watch themselves 
carefully, for the Russian propagandists 
make the most of discontent wherever it 
may exist, and while the resources of such 
a wonderful country as Russia are at the 
disposal of those who are willing to use 
them for such purposes, the world is in 
very great danger. 


Mental Changes 


HEN there is extreme _ suffering 

among great masses of people, as is 
true in so many parts of Europe, it is in- 
evitable that there should be great mental 
unrest and the potentialities for untoward 
developments must be recognized, but re- 
gardless of this fact there is not the slightest 
doubt but that the despair of desperation, 
which pervaded all of Europe after the 
first reaction following the armistice, has 
given way to very real hope, or to an un- 
defined hope that will be brought to life 
and that will exercise a tremendous force 
for good as soon as Germany and the Allies 
come to an agreement, and provided that 
that agreement is not postponed for too long 
a time. 


In Germany the stress of the Ruhr occu- 
pation, together with the passive resistance 
developed against it, has been very terrible 
in its effects, but there is reason to believe 
that a settlement of the reparations and 
other questions with the Allies on some 
final basis will result in such a relief to the 
people that after such settlement they will 
be able to take up their burdens in a more 
healthy state of mind and that their indus- 
try will once again make itself felt in the 
world. 

It would have been impossible for this 
change of mental attitude to have developed 
among the nations of Europe if everything 
in those countries consisted of bad politics 
and if all men in government were mere 
self-seekers. In fact, unless there had been 
very real patriotic effort and sacrifice upon 
the part of a large proportion of European 
men and women, in government and out 
of it, we would undoubtedly have today 
throughout all Europe conditions which 
would be similar to those that existed in 
Russia during the worst period of its disso- 
lution, instead of which we find latent hope 
predominating and many nations ready to 
move forward as soon as peaceful condi- 
tions are re-established. 


Not Isolationists 


AN we in America afford to ignore our 

duty to peoples who have so success- 
fully passed through a period of great suf- 
fering and anguish merely because there 
are those among us who are fearful that 
we might be inveigled into entangling 
alliances if we undertake to sit in at the 


council table where the great problems of 
the nations are being solved? 

Actually the American people have no 
desire to isolate themselves. They are the 
greatest travelers in the world and they 
study and utilize the science and arts and 
the products of other parts of the earth 
as is true of very few, if any, other nation- 
alities. 

The economic situation in Europe is, after 
all, the result of the psychological develop- 
ments and ordinarily is a statement of such 
results in figures rather than in phrases. 

We find throughout all Europe taxation 
difficult to bear and that in many countries 
has a tendency to curtail production. This 
taxation while made necessary temporarily 
because of the war is much greater than it 


_should be or need have been, if the various 


peoples in their despair had not listened to 
the siren voices of the makers of false 
promises. 

The need for taxation has developed 
directly because of inflated government in- 
debtedness and exorbitant governmental 
expenditures. Both are largely the result 
of the tremendous waste induced by ex- 
perimental government, together with gov- 
ernment which is used by politicians to take 
care of present or prospective constituents, 
who when entering the employ of govern- 
ment beyond its needs have immediately 
become nonproducers and a burden upon all 
producers. From the taxes of all the people 
superfluous government employees are given 
the funds with which to compete with the 
producers for the things which they them- 
selves require, with the result that the pro- 
ducers not only have to pay unnecessary 
taxes, but that they are obliged to pay 
higher prices for what they buy than would 
be true if government were not so burdened 
and excess government employees were 
obliged to become producers themselves in 
order to make their livelihood. 


Problems Too Great 


HIS situation has not developed in 
Europe entirely through bad intent but 
has been partly the result of effort to meet 
the serious problem of unemployment, 
which in itself came about because of un- 
scientific government and lack of proper 
co-operation between governments. Be- 
cause government indebtedness has increased 
beyond all proper proportion, and budgets 
have been in excess of income, and infla- 
tion has developed at such terrible expense 
to the people, does not mean that all are bad 
or unworthy, or that we in America who 
have made the same mistakes to a certain 
extent are more worthy, but merely that 
the problems which the war put up to men 
were greater than they could solve without 
experimentation. We should not therefore 
waste our effort in criticism but should aim 
positively for understanding and while this 
requires recognition of the causes of bad 
government both from the standpoint of 
intent and lack of knowledge, yet we should 
confine our effort to the positive side of the 
problem and make our constructive program 
so strong that those who would be destruc- 
tive will find no place in it. 
The figures covering the indebtedness of 
governments and their budgets, inflation, 
taxation, national income and the wealth 
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of the European nations have been recited 
time and again and the proportions of the 
requirements of government under present 
conditions to income and wealth can be 
made to appear very terrifying and will 
truly be so unless the increasing ratio of 
waste to income is not soon stopped. If it is 
allowed to go on, a burden will be built up 
for future generations that they cannot 
meet. It is inconceivable that this genera- 
tion should be willing to allow such a de- 
velopment so certain to give unhappiness 
to many who will follow, among whom will 
be those of their own flesh and blood. 


While the European nations have been 
under greater stress since the war than we 
of America and have consequently been led 
to greater excesses in mistaken economics, 
yet a yery slight reading of the bills which 
have been introduced in our legislatures 
and-in our Congress, some of which have 
been passed and some not, show conclu- 
sively that we have our own share of 
ignorance as to the results of wasteful 
governmental expenditure and excessive 
taxation. 


The Ruhr 


any certain period of evolution 
that bears particularly hard upon a 
people, current opinion is very apt to see 
in it only the difficulties which exist and so 
it is apparently with the occupation of the 
Ruhr. But it is conceivable that after a 
settlement has been reached and a few years 
have gone by that we may find that the 
Ruhr occupation was in effect the culminat- 
ing act of the war, which finally resulted 
in the establishment of a real peace and that 
Germany will have benefited through it 
equally with other nations. It may even be 
seen that the passive resistance organized 
by Germany, although it changed a civil 
occupation with military protection into a 
purely military operation and consequently 
interfered with trade and commerce to such 
an extent that tremendous financial losses 
were involved, may also have played its 
part in making possible a final peace. Even 
the terrible expense entailed may be more 
than made up after a few years of restored 
confidence. 


Before the occupation of the Ruhr the 
strain between Germany and the Allies was 
constantly increasing and if it had been 
allowed to run on, many years of uncer- 
tainty and stress might have elapsed before 
the establishment of an ultimate peace. 
And conditions might easily have gone 
from bad to worse until they ran into 
another war. 


Disregarding all questions of difference 
of opinions that may exist as to the Ruhr 
occupation and the manner in which it has 
been carried on, is it not a fact that there 
was no power other than France which 
would have stepped in and brought to a 
head for final settlement the growing dif- 
ferences between the Allies and Germany 
that were giving the world so much con- 
cern before the occupation of the Ruhr? 

Whether future historians will be able to 
construe the Ruhr occupation in this man- 
ner would seem to depend entirely upon 
what the French actually demand and ac- 
cept when a settlement is finally reached 
and whether such settlement is of a nature 


that will warrant the French in reducing 
their military to a national police, which 
they state is their desire. 


French Position 


ODAY France is undoubtedly the 

strongest military power in the world 
and it is quite natural that Americans re- 
turning from Europe should be impressed 
with this fact, as it seems to be felt 
throughout the continent. It is also quite 
to be expected that people should wonder 
whether this development has onlv been for 
temporary protection made necessary by the 
untoward conditions which have existed 
in Europe, and that after a settlement with 
Germany the French will be contented to 
again occupy themselves exclusively in the 
undertakings of peace or whether the feel- 
ing of power, which has naturally devel- 
oped with their strong military position, will 
go to their heads and be too strong for them 
and will evolve a sort of despotism that 
may in the end lay the foundation for an- 
other terrible war. 

Poincare’s inflexible attitude in connection 
with the passive resistance broke such re- 
sistance quicker than if he had shown 
weaknesses which might have led Germany 
to be hopeful that through delay she could 
succeed in obtaining a more favorable out- 
come. In view of the powerful position 
which the French hold and the fact that no 
nation could dislodge them without going 
to war themselves, which did not seem a 
probability or a possibility, the quicker the 
German people realized'that their greatest 
interest lies in coming to an agreement 
with France, the better it was for them. 

If the French now demand the impossible 
and continue to develop their military 
power, as is feared in so many quarters, the 
world may be a difficult place in which to 
live for many years to come, exactly as 
might have been true in case the Ruhr 
occupation had never occurred. 

On the other hand, if the French are fair 
and reasonable and it is found possible to 
develop agreements which will result in 
the elimination of militarism throughout 
Europe, a new era of tremendous prosperity 
may be in sight. 


Our Two-Fold Duty 


NTIL the terms of an actual settlement 
become known, therefore, no one is in 
position to judge of the French action and 
we are certainly not warranted now in call- 
ing her militaristic or a menace to the 
world’s peace. - Neither should we anticipate 
that she may justify such an attitude and it 
would seem far better for the world to 
accept France at her word than to doubt 
her, and to look forward in confidence to 
her dropping her military program. as soon 
as a settlement is concluded with Germany. 
But until there is such a settlement, the 
world and Europe in particular is doomed 
to stagger under the burden of so many 
uncertainties that life to many millions will 
represent only a bare existence. 

This all leads up to the question as to 
what the people of the United States can 
do and should do to bring about the return 
of peace in Europe. Our duty in this con- 
nection is two-fold—that to ourselves and 
that to humanity, and it is the same duty 
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that confronts every nation. Duty to one- 
self does not carry with it selfishness in the 
sense of wishing to obtain something for 
ourselves at the expense of others, but 
rather the sense of the desire to obtain 
something for ourselves while benefiting 
others. For instance, it is good for Amer- 
ica to be able to export its surplus produc- 
tion and in order to do so to the full extent 
of our ability to produce, it is necessary 
that the buying power of Europe be re- 
stored. It is quite impossible for the buying 
power of Europe to be restored unless 
Europe obtains the same benefits from such 
restoration that would redound to America. 

We are thoroughly justified in this coun- 
try, therefore, in stating openly that we 
desire to help Europe accomplish the res- 
toration of her buying power in order that 
we may sell to her in greater volume, It 
carries with it no wrongly selfish thought 
whatsoever, but represents a desire for co- 
operation of the highest type and it is clearly 
our duty to ourselves to do our part in this 
matter. 


Reparations Commission 


UR duty to humanity lies in bringing 
about this condition as quickly as pos- 
sible in order that there may be as little 
suffering in the world before the restoration 
of trade as the existing situation will allow. 
One simple act that would be most help- 
ful is to take our place upon the Repara- 
tions Commission officially. We should be 
represented upon this Commission by a man 
who can express his conviction with his 
vote. The economic and moral force of 
the United States is so well recognized by 
the Allies that if our representative had a 
vote there would inevitably be a desire on 
the part of the representatives of other na- 
tions on the Commission to work in accord 
with us whenever they could do so legiti- 
mately, and we could maintain our position 
as being correct. We have nothing to fear 
through such an association in the nature 
of entangling alliances, or other dangerous 
international complications, and we would 
undoubtedly be less involved in difficulties 
than is true at present where we are obliged 
to sit on the sidelines and watch develop- 
ments without having any voice in their 
control. 


But before going further with this mat- 
ter, let us consider for a moment the ques- 
tion of the capacity of Germany to pay. 

This talk about “capacity to pay” is apt 
to be misleading, as the elasticity of nations 
is greater than is generally realized. The 
number of units in an average country is 
so enormous that a small change in their 
activities makes a tremendous difference in 
production and consumption. For instance, 
let us suppose a nation of 70,000,000 people 
has 10,000,000 workers and that the eight- 
hour work day prevails. This nation owes 
the rest of the world $15,000,000,000 without 
interest and every man in it desires to see 
payment made and agrees to work one hour 
extra each day until the debt is settled. 
Ten million men working one hour a day 
for 300 days would mean 3,000,000,000 work 
hours a year. 

Suppose that these 3,000,000,000 work 
hours were concentrated, as could easily be 
done by releasing some men in every in- 
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dustry who would not be needed because 
those who remained would be working nine 
hours instead of eight hours, and applied 
to the conversion through manufacture of 
100 per cent of imported raw materials and 
then that these manufactures were 100 per 
cent exported and that the nation received 
for the manufactured articles a profit rep- 
resenting twenty-five cents a work hour. 
Without disturbing its regular trade or 
production in the slightest particular, the 
nation would be able to settle the debt in 
twenty years at the rate of $750,000,000 a 
year. Now suppose the nation finds that 
it can supply from its own resources fifty 
per cent of the raw materials required and 
then by means of increased efficiency and 
better machinery that it can increase the 
average value of each work hour twenty- 
five per cent, it might easily be able to settle 
the indebtedness in fifteen years, or even 
in ten years, insofar as it was itself con- 
“cerned. 


How We Recover Losses 


OW if the articles manufactured were 

something new that proved desirable to 
all the world, they could easily be absorbed 
as the labor in the rest of the world would 
have had additional opportunity for em- 
ployment in supplying the raw materials 
and would still have had its ordinary pro- 
duction to provide. But if the articles had 
to compete with those produced in the rest 
of the world, a number of other elements 
would be introduced and so we might go 
on adding elements on one side or the other 
indefinitely. 


It is only this elasticity in a nation’s 
power to produce and to consume the things 
required by man that makes it possible for 
us to absorb the tremendous losses which 
come from the billions of labor hours lost 
through strikes and to recover from the 
devastating effects of governmental waste, 
fires, earthquakes and wars. 

The millions upon millions of variable 
units covering production and consumption 
that lie within a great nation are such that 
no man can figure positively on capacity to 
pay over an extended period of time in an 
undeveloped future. 


Who could have guessed from the statis- 
tics of production from 1900 to 1910 that 
the world could have produced such untold 
quantities of commodities of all kinds that 
it did during the four years following Jan. 
1, 1915? 

On the one side was, of course, a posi- 
tive war market, but on the other was the 
will to produce without which no market 
could have caused such a tremendous in- 
crease in production. All of that part of 
the ability to produce at high speed during 
the war that was derived from improved 
machinery still remains to the world and it 
carries with it increased power to consume. 


The limit of the capacity of any nation 
to pay over a future period of years, all 
things considered, is such an illusive figure 
and depends so much on the will to pay, 
together with the nature of the competition 
which may exist in the world’s markets, 
that it would seem far better to study rep- 
arations from the standpoint of what is 
fair and best for all concerned. 


Demands of France 


AIRNESS demands that the restoration 

of devastation be paid for by those who 
caused it. Honorable men in Germany 
admit this without question. If France 
should accept from Germany in settlement 
of reparations a sum equivalent to that 
which she owes Great Britain and the 
United States, that she was forced to bor- 
row to enable her to protect herself from 
further devastation, and if she used such 
sum to pay these allied loans, she would 
still be left with her devastation to pay for, 
would she not? 

If to the sum demanded from Germany 
to meet reparations a further sum is added 
equivalent to the interallied indebtedness 
the total would be so great that regardless 
of Germany’s capacity to pay, the burden 
unon her people measured by the best stand- 
ards which we can apply would require such 
sacrifices in labor and through taxation that 
her people might become a menace to them- 
selves and to the world. If the German 
people should accept such sacrifice and en- 
deavor to work out the indebtedness, might 
it not be necessary in order for Germany 
to succeed for the rest of the world to give 
her a larger industrial position than it can 
well afford to give? 

A great effort is now being made in prac- 
tically all European countries to obtain an 
export balance as they hope to work out 
of their troubles by so doing. Should they 
succeed, who could hold the bag except the 
same United States which so enjoys an ex- 
port balance itself? 


Trade and services between nations must 
balance over periods or sacrifice is inevit- 
able. Do we want to encourage the devel- 
opment of a situation wherein we may find 
ourselves in the same dilemma as some of 
the European nations with whom we are 
commiserating today? 

We now come to the crux of the whole 
situation, but before considering what part 
America can play in bringing peace to the 
world, we must first analyze the conditions 
which prevail in connection with the occu- 
pation of the Ruhr. Concretely the demands 
of France are three: 1. Reparations; 2, 


protection from future attack; 3, protection , 


from unfair competition. 


We will consider these demands in in- 
verse order and strictly from the French 
point of view as French opinions are im- 
portant because of the strength of their 
position. 


Demand for Security 


HE French claim that it is necessary 
to consider the question of unfair com- 
petition because of the deliberate devasta- 
tion wrought by Germany during the war 
avowedly for the purpose of crippling 
French industry. This caused the French 
to wonder what would happen to their iron 
and steel industry if Germany should refuse 
to sell coke to French industrialists in fur- 
therance of Germany’s war policy. The 
French claim that they want no unfair ad- 
vantage themselves and are willing to ar- 
range to deliver to Germany French ores, 
which Germany requires, in exchange for 
German coke needed by France. 
It is believed that some form of under- 


standing has been reached that both French 
and German industrialists will approve and 
that this demand is not now a subject of 
serious contention. In any event it is a mat- 
ter in which the United States has no part. 

The French fully understand that no 
peace agreements can be entered into by 
any nations that may not be repudiated 
unless there is some sufficient force to pre- 
vent, the exercise of which would undoubt- 
edly be an act of war itself. Failing in 
their attempt to form a protective alliance 
with Great Britain and the United States 
and realizing that other wars are probably 
inevitable, they have determined, if possible, 
to prevent any future war with Germany 
from commencing on French territory. 
They feel that the devastation from the 
last war was great enough to warrant them 
in considering this as a vital factor. In 
order to make this purpose effective and 
eliminate the necessity for France to main- 
tain a large army for defense, some plan 
is contemplated that will make a sort of 
buffer state of the left bank of the Rhine, 
even though it may continue to be recog- 
nized as distinctly German territory. The 
French undoubtedly have their ideas clear 
on this point and Germany will probably 
have to meet them. The United States can 
have no part in this matter either, as its 
citizens will not authorize its Government 
to enter into any European alliance that 
might involve us in a war without the sanc- 
tion of Congress. 

This leaves only the reparations question 
for consideration and it is in this connection 
that the United States may find that it has 
a very real part. 

Reparations contain three important prob- 
lems: 1, amount; 2, methods of payment; 
3, security. 

Again we will take up the points in- 
versely. 

France demands security on the ground 
that certain defaults on the part of Ger- 
many in making reparation payments were 
voluntary. France undoubtedly will not 
evacuate the Ruhr until some arrangement 
satisfactory to her as to security has been 
made by Germany. 


Methods of Payment 


RANCE will demand methods of pay- 

ment of reparations, which she believes 
will be within the capacity of Germany to 
meet, but she also demands that Germany 
shall pay her such amounts and at such 
times as France may be called upon by 
Great Britain and the United States to make 
payments on account of the interallied loans, 
but with the understanding that any part 
of these loans that may be remitted to 
France will be remitted Germany by France. 
We can now begin to see wherein it is- nec- 
essary for the people of the United States 
to do a little thinking. 

Aside from the interallied loans France 
demands that Germany pay her twenty-six 
milliards of gold marks, which she claims 
represents a fair value for the restoration 
of the devastated districts. In addition to 
this Belgium demands five milliards of 
gold marks and Great Britain fourteen 
milliards, which with the amounts that 
would have to be paid the other Allies 
would bring the total reparations that Ger- 
many would have to pay to from forty- 
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eight to fifty milliards of gold marks, or 
roundly $12,500,000,000. This sum is ex- 
clusive of the demand of France that as 
she makes payments on her interallied in- 
debtedness Germany must make equivalent 
payments to her. But there is included 
within this total in the fourteen milliards 
that Great Britain demands of Germany a 
return of the funds which Great Britain 
must pay to the United States. 


There is reason to believe that after 
Germany has positively withdrawn her 
policy of passive resistance, the only real 
point of difference between France and 
Germany that may be difficult to adjust is 
the total amount of reparations. 


Debt Cancellation 


S the .interallied indebtedness repre- 

sents a principal part of the reparations 
total under consideration and as there is a 
general belief that Great Britain would 
willingly consider remitting a large per- 
centage of the debts due her, if the United 
States would do so as well, we seem to be 
very much in this Ruhr situation after all. 
Unless therefore we are willing to sit in 
with Great Britain and France and study 
this problem frankly and with full intent 
to do our part toward solving it, we cannot 
complain if conditions develop that are 
very much against our interests. 


The problem of the interallied indebted- 
ness has two very strong sides and they 
cannot be set aside lightly from either 
standpoint. That they were undertaken in 
good faith is beyond question. That the 
good of the world requires that there be 
no repudiation is not subject to discussion. 
That they will be a heavy burden upon 
many nations and a drag upon trade and 
commerce if their full payment is de- 
manded is undoubtedly true. If the cred- 
itor rfations should consider their cancella- 
tion without using the force which lies 
within them to obtain better world condi- 
tions, it would be unfortunate. 

But if the creditor nations in cooperation 
with the debtor nations can trade off that 
portion of the loans which could roundly 
be figured as having been spent for a com- 
mon cause, say sixty or preferably seventy 
per cent, for agreement that would result 
in the reestablishment of peaceful and 
sound economic conditions in Europe, there 
would be such a sudden return of confi- 
dence in the world that trade and com- 
merce might easily revive to such an ex- 
tent that the monetary return would far 
exceed the total cancelled loans over a 
comparatively short period of time. 

The question is—How can the United 
States enter into this situation without 
seemingly agreeing to the principle of can- 
cellation before it can ascertain wherein its 
best interests lie? 

Fortunately the way is open to us if we 
have the courage to accept it. 


Commission Powerless 


B* act of Congress a Debt Funding 
Commission has been created whose 
membership, which was named by the late 
President Harding, consists of: 


Secretary Charles E. Hughes, Secretary 
of State. 
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Secretary Andrew W. Mellon, Secretary 
of the Treasury. 


Secretary Herbert C. Hoover, Secretary 
of Commerce. 


Senator Reed Smoot. Congressman Theo- 
dore E. Burton. Congressman Charles R. 
Crisp. Congressman Richard Olney. 

These men are outstanding Americans 
of the highest type, honorable, patriotic, 
possessed of great intelligence and great 
experience. Between them they have a 
knowledge of law, finance and diplomacy 
and an understanding of domestic and for- 
eign conditions that undoubtedly could not 
be surpassed by any similar body of men 
that might be selected from any country in 
the world. 


This Commission, with its extraordinary 
ability, integrity and understanding, could 
safely be entrusted with any interests 
which the people of the United States 
might have at stake and could be relied 
upon to give a proper account of their 
stewardship. Under the Act creating the 
Commission, Congress so limited their 
powers that they are impotent to carry out 
their duties except as they may make 
recommendations that may be accepted by 
Congress that are outside of their limita- 
tions. The funding of the British debt to 
the United States is sufficient evidence of 
this fact. 


The Way Out 


TF this Commission had the power to send 
one of its members or a representative, 
or a sub-committee, to Europe to sit in at a 
conference with the British and French for 
the purpose of working out a plan that 
would enable the reparations total to be 
demanded of Germany to include only 
reparations and not interallied debts, a 
series of agreements could undoubtedly be 
arranged that would reestablish ‘peace and 
confidence throughout Europe. 


The Debt Funding Commission - being 
made up of honorable men who have ac- 
cepted appointments on the Commission 
under the restrictions which Congress ap- 
plied is not in position to negotiate for can- 
cellation unless it is clearly the public de- 
sire that it do so. There is no doubt but 
that it is against the wishes of the people 
of the United States to consider cancella- 
tion of the Allied indebtedness unless by 
means of such cancellation, or at the same 
time the causes for militarism in Europe 
and militarism itself shall be abolished and 
proper fundamental conditions shall be 
established that will allow the unrestricted 
development of trade and commerce. 


If. Congress were in session today, it 
would be the height of folly for it to de- 
mand of the Debt Funding Commission 
that it take up the question of the Allied 
indebtedness and arrange for its cancella- 
tion without considerations. On the other 
hand, if Congress could give the Debt 
Funding Commission full power to nego- 
tiate, including the power to arrange for 
cancellation, provided agreements are ob- 
tained in return that would reestablish 
peace in Europe, the Debt Funding Com- 
mission would be in a powerful and per- 
fectly proper trading position and it is not 
conceivable that the interests of the United 
States would suffer at its hands. 


League Not Needed 


HOULD such agreements be better de- 

veloped by means of treaties, the Secre- 
tary of State, who is a member of the Debt 
Funding Commission, would be in position 
to take over the negotiations at such point 
and get them into proper shape for presen- 
tation to the Senate for confirmation. 

As one of the outstanding difficulties 
which exists in connection with a possible 
settlement between France and Germany 
lies in the fixation of the amount of repara- 
tions and as the principal element in pre- 
venting the determination of such an 
amount that it is believed that Germany can 
pay without putting an unfair or too great 
a burden upon its people lies in the inter- 
allied indebtedness, the entry of the Debt 
Funding Commission of the United States 
at the council table of the Allies, with 
power to trade the interallied indebtedness, 
would undoubtedly be a determining fac- 
tor. This could be done without any ref- 
erence to the League of Nations. 


As Congress will not convene until De- 
cember and cannot therefore change its 
instructions to the Debt Funding Commis- 
sion before that time and as a continuation 
of the present situation in Europe over the 
winter would be courting catastrophe, a 
way must be found under which immediate 
action can be taken. Such a way is un- 
doubtedly open to the people of the United 
States, for if they individually and through 
their organizations express to their Con- 
gressmen with sufficient force their belief 
in the safety to this country of placing the 
authority to negotiate in the hands of the 
personnel of the present Debt Funding 
Commission, even to the point of cancella- 
tion of the interallied indebtedness, in part 
or in whole, against proper agreements as- 
suring peace in Europe, and Congressmen 
notify the leaders in Congress that they 
would favorably consider any such recom- 
mendation that might be made by the Debt 
Funding Commission at the next session 
of Congress, the Commission would be 
thoroughly justified in entering into the 
matter. 


We Would Not Lose 


AS things stand today, representatives 
of the European nations naturally do 
not feel warranted in suggesting cancella- 
tion, as it would partake more or less of 
the nature of repudiation if they did so, 
and neither are the members of the Com- 
mission justified in view of the limitations 
placed upon them of introducing the sub- 
ject. It is consequently difficult for the 
Commission to develop negotiations which 
might result in recommendations to Con- 
gress that would include cancellation of 
Allied indebtedness, unless it has clear evi- 
dence that it is the will of the people of 
this country that it does so. 

The whole proposition should be handled 
on a non-partisan basis, which is thorough- 
ly warranted in view of the appointment of 
two Democrats on the Debt Funding Com- 
mission. It has recently been noticeable 
that in the development of partisan politics 
in this country there has been a great deal 
of juggling for position on European ques- 
tions. Such actions should be stopped im- 
mediately. They are just as deplorable 
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and just as unfor- 
tunate as some of 
the bad European 
political methods 
that are so fluently 
critized in the 
United States. 
Should the Debt 
Funding Commission 
through entry into 
the European nego- 
tiations in this man- 
ner succeed in bring- 
ing about a prompt 
and satisfactory set- 
tlement, it would not 
mean that the people 
of the United States 
would be the losers 
to the full amount 
of any indebtedness 
that might be can- 
celled. On the con- 
trary, it is conceiv- 
able that during the 
period of time that 
it would take for 
the Allied indebted- 
ness to be paid, if 
it were paid, that in- 
creased domestic and 
foreign trade profits 
could far exceed the 
amount of the can- 
celled debts. 
America is fully 
justified in consider- 
ing the questions of 
profits and taxation 
when studying any 
plan embodying can- 
cellation because of 
the manner in which 
the interallied in- 
debtedness was un- 
dertaken. On _ the 
other hand, we are 
also under obliga- 
tion to bear in mind 
that after the agree- 
ments as to such in- 
debtedness had been 
made, the war de- 
velopment was quite 
different than was 
expected at the time. It was over a year 
before the United States took its part in 
the battle line in force, during which the 
Allies were obliged to bear the brunt of 
the tremendous German drive of the spring 
of 1918. It was their men and their life 
blood, .together with rifles and ammunition 
obtained from dollars advanced by us, that 
stopped the drive and made it possible for 


Government in Business 
(Continued from page 212) 


Finally, there is wanted on both sides 
of this question a broad appreciation of 
the fact that the activities of business are 
all “affected of a public interest.” They 
are not merely private activities. The 
fundamental purpose of all business, the 
purpose which gives it the chief claim to 
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the troops of the United States to land 
on friendly soil after they had crossed the 
Atlantic Ocean. 

It is impossible to believe that the spirit 
of justice in the people of the United 
States is not sufficiently strong and that 
they are not sufficiently generous to recog- 
nize this situation. Money has _ never 
stopped them from going to the aid of any 


consideration and protection, is that of 
serving the wants and needs of the popula- 
tion. The argument against excessive 
governmental interference is that instead 
of serving the public interest, it hampers 
this necessary service and makes it more 
costly; but this plea cannot be urged effec- 
tively by business men unless they show an 
appreciation of the obligations which it lays 
upon them. 
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people who have 
met catastrophe. The 
sums which they 
have raised have 
been based on the 
need of humanity, 
and there has seemed 
to be no limit as to 
what they would do 
if necessity re- 
quired. A famine 
such as took place 
in Russia and the 
terrible earthquake 
that has just oc- 
curred in Japan left 
no element of doubt 
as to the human ne- 
cessity that had 
arisen. A situation 
such as exists in 
Europe, however, is 
very much harder 
for our people to 
comprehend, but 
their intent as writ- 
ten upon the pages 
of history is so clear- 
ly to sacrifice what is 
necessary to meet 
the emergency of 
others, that there is 
not the slightest 
doubt but that if 
they could see the 
need of the people 
of Europe as it real- 
ly exists for the 
peace that is being 
denied them, they 
would meet this 
emergency the 
way that is open to 
them. It is because 
of the existence of 
this spirit in Amer- 
ica that we can be 
hopeful that insofar 
as it may be depen- 
dent upon us there 
will soon be an end 
to the terrible trials 
that the world is go- 
ing through. Recent 
developments clear- 
ly show that the time has come when our 
United States should have the will and the 
courage to re-enter the councils of our Allies 
with the broad mind and open heart that is 
so characteristic, of the people of our Nation. 


(Copies of Mr. Kent’s article in pamphlet 
form may be obtained by applying to A. 
B. A. headquarters. ) 


The controversies that arise out of the 
relations of business with the public are 
not inherently irreconcilable. They do not 
present a case where one must enlist for 
the war on one side or the other. In every 
instance there is a right relationship be- 
tween business and the public which is best 
for both, and which both should be equally 
eager to find. 


é 
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The Economic Policy Commission 


HE Economic Policy. Commission 

of the American Bankers Associa- 

tion at a meeting held on July 12th 

and 13th devoted itself largely to 
a consideration of the Federal Reserve 
system and voted to reaffirm its complete 
adherence to the fundamental principles of 
the system and its belief in the indispensa-~ 
bility of the system to the health and 
growth of America’s industries, commerce, 
trade and finance. 

While your commission is unanimous in 
the belief that the Federal Reserve, during 
the period under review, has functioned in 
an entirely satisfactory manner, there are 
two features in its development which your 
commission observes with profound concern 
and which it deems is its duty to bring to 
the attention of the Council of the Associa- 
tion together with certain remedial sug- 
gestions : 


The commission looks with disfavor on 
the authorization recently given by the 
Federal Reserve Board to two Federal Re- 
serve banks to establish, under the guise of 
agencies, organizations of their own in 
Cuba. It believes that the precedent thus 


established is fraught with the most serious 
dangers, and it suggests that the Federal 
Reserve Board reconsider its policy adopted 
in this regard or, failing that, that an 


amendment to the Federal Reserve Act be 
sought, forbidding the establishment, by any 
Federal Reserve bank, of branches in for- 
eign countries, under the guise of agencies. 

Without wishing to go into the question 
of whether or not the language and mean- 
ing of the Federal Reserve Act, which does 
not contain a clear and specific authority 
in this regard, could safely be construed to 
convey upon the Federal Reserve Board the 
far-reaching power of establishing what are 
in effect Federal Reserve branches in for- 
eign countries, your commission desires to 
point out that all traditions and practices 
of central banks of other countries confine 
such central note issuing institutions to 
establishments within their own borders. 
Their outstanding duty is to provide cur- 
rency for and to protect the gold and credit 
structure of their own countries. While 
for such protection of the gold and ex- 
change position of their countries they may 
properly carry on certain well defined 
transactions through foreign correspond- 
ents, whom, in given circumstances, they 
may designate more formally as their 
agents, they carefully and wisely refrain 
from establishing in foreign countries 
branch organizations of their own. It is 
unnecessary to emphasize the danger 
of legal and _ political complications 
that may arise from such governmen- 
tal or semi-governmental institutions domi- 
ciling in foreign territories. In addi- 
tion, in order to lay bare the risks to 
which central banks would expose them- 
selves by venturing across their own border 
lines, one need only point to the appalling 
losses suffered by both European and 
American banks through operations in for- 
eign countries with uncertain credit and 


fluctuating exchange standards. Moreover, 
operations in distant countries aggravate the 
difficulties of proper supervision by the 
central office and enhance the ever threaten- 
ing danger of abuse and corruption. 

Your commission is not unmindful of 
America’s duties toward Cuba and of our 
vast commercial and financial interests in 
that island. But it believes that the object 
to be attained by the opening of Federal 
Reserve Bank branches in Cuba could be 
accomplished in other ways that would not 
create so fateful a precedent. Once the 
principle involved is broken down, your 
commission fears there is no telling whither, 
ultimately, the Federal Reserve system may 
drift, and your commission is alarmed, 
through not surprised, to learn that pro- 
posals are already materializing designed to 
secure from the Federal Reserve Board 
permission to operate similar branches in 
other countries. Your commission deems it 
its duty to urge the Federal Reserve Board 
carefully to reconsider the step taken; in 
the commission’s opinion the Board has em- 
barked upon a course fraught with grave 
dangers. 


Intimate Touch Needed 


een Federal Reserve system consists of 
twelve organically disconnected, auton- 
omous Federal Reserve banks; the only link 
tieing them together, assuring and directing 
effective cooperation among them, is the 
Federal Reserve Board. The task imposed 
upon the board, remote as that body is from 
the actual operations of the districts, is, at 
best, a most difficult one. It requires inti- 
mate understanding of the Federal Reserve 
banks’ intricate problems and expert knowl- 
edge of their technique. 

The first draft of the Federal Reserve 
Act very wisely provided, therefore, that 
two of the members of the board should 
be appointed by, or be representative of, 
the Federal Reserve banks. This provi- 
sion was sacrificed, however, later on in 
order to satisfy the apostles of the theory 
of absolute Government control, whose co- 
operation was indispensable if the Federal 
Reserve Act was to be passed. Thus, a 
compromise was reached by which the duty 
to appoint the five members was vested in 
the President, while, at the same time, it 
was provided that at least two members 
of the board should be experts in banking. 
Since then an amendment to the Federal 
Reserve Act has recently eliminated this 
provision, requiring the President to see 
to it that among the five appointed mem- 
bers there should always be at least two 
bankers. As a consequence, among the 
appointed members, whose number has now 
been increased to six, there is today not 
one who may be considered an expert banker 
by profession and training. Your commis- 
sion does not wish to indicate any doubt 
whatsoever as to the qualifications of any 
single board member serving at this time. 
What your commission is discussing is the 
composition of the board as a whole. Your 
commission does not believe in class rep- 
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resentation as such. It believes that the 
first qualification of every member should 
be his ability faithfully and effectively to 
serve the interests of the country as a 
whole. But, just as much as it disapproves 
of class representation, just as earnestly 
does it protest against class discrimination, 
where plainly the best interests of the 
country would require the inclusion among 
the members of the board of men who 
could be recognized, both here and abroad, 
as experts in banking of national reputation. 

If the Federal Reserve System is to sur- 
vive, and if it is to render the invaluable 
services which it can give if properly pro- 
tected and directed, it is imperative that 
the position of the Federal Reserve Board 
be strengthened and that measures be taken 
which would assure for it the continued 
service of the best men the country can 
produce for the job. 

There is no use blinking the fact that 
the whole trend of the history of the per- 
sonnel of the Federal Reserve Board has 
shown that there has been. hardly any 
continuity in service on the part of its mem- 
bers. The record shows that valuable mem- 
bers resigned, because they became dis- 
heartened, or that they could not be re- 
appointed on account of objections of poli- 
ticians, whose wishes or preferences they 
found it necessary to disregard in the con- 
scientious exercise of their duties. Your 
Commission believes that, unless something 
is done better to protect faithful servants 
and to enhance the standing and independ- 
ence of the Federal Reserve Board, a grad- 
ual deterioration of the entire Federal Re- 
serve System is inevitable. It is unnecessary 
to elaborate the great danger that faces 
the country if the Federal Reserve System 
should, step by step, be dragged deeper 
into politics and, ultimately, should be 
forced to envisage a fight as disastrous in 
its consequences as that faced by the two 
banks of the United States. 


Matter for Congress 


OUR Commission believes that this 

problem is worthy of the most careful 
thought of this Association, and that a dis- 
passionate discussion ought to be sought 
with leading members of Congress with 
a view to devising ways and means of 
avoiding the dangers for which the System 
is now headed. The question ought to be 
examined whether or not it would be pos- 
sible in some way to revert to some scheme 
as embodied in the first draft of the Fed- 
eral Reserve Act, or whether it may not 
be possible to provide that members of the 
board, at the expiration of their terms, 
might be reappointed by the President 
without subjecting them once more to the 
hazards of a confirmation by the Senate. 
The Senate would continue to pass upon 
the qualifications of board members at the 
time of their first appointment, but by re- 
linquishing their right of confirmation in 
case of reappointments, the friends of the 
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Clearing House Protection 


By MELVIN A. TRAYLOR 


President First Trust and Savings Bank, Chicago 


INCE 1920 the Chicago Clearing 

House system has expanded very 

rapidly, the examiner now having 

160 banks under his charge, 28 being 
regular members of the association and 
132 being affiliated members. Forty mem- 
hers have been added this year. The As- 
sociation has been called on to deal with 
some very difficult problems, and the ex- 
perience has more firmly convinced us of 
the wisdom of the system. 

We have also learned some exceedingly 
important facts, particularly as to the 
domination by stock ownership or control 
of boards of banking institutions by in- 
dividuals extensively engaged in other en- 
terprises, and the control and direction of 
a group of banks by one or more indi- 
viduals. I do not mean there should be 
legal restrictions nor that it is not proper, 
but I would emphasize that such facts 
should at all times be reckoned with by 
properly constituted inquisitorial bodies. 
The possibility for complications warrants 
the greatest caution. 

The idea of. banking supervision un- 
doubtedly is based on the principle of 
government responsibility to the public. 
The basis has always been examination, 
and therein lies the chief supervision prob- 
lem. With our dual system we have both 
state and national examiners. We recog- 
nize these functions have been handicapped 
hoth as to continuity of policy from ad- 
ministration to administration and the dif- 
ficulty of employing the best men. We 
should insist on larger appropriations for 
banking departments to strengthen super- 
vision. 

Examinations conducted by clearing 
house associations are of more real value 
than those made in any other way. The 
clearing house examiner has the advan- 
tage of serving a smaller group who have 
voluntarily associated themselves. for mu- 
tual protection and whose only concern is 
the solvency and proper conduct of all 
parties. He works under the best bankers 
and his compensation attracts the best 
talent. 


Basis of Objections 


T= first objection raised to the clearing 
house examiner idea usually is that 
we have too many examining and inquisi- 
torial bodies, that we are constantly har- 
assing our employees and our customers 
as a result of these examinations, and that 
the adoption of a clearing house examiner 


would only add to the confusion. To my 
mind this argument is not worthy of con- 
sideration. At heart I think their real 
objection is one inherent in all of us: “We 
are running our own institution properly, 
and it is none of the other fellow’s busi- 
ness what we are doing. We do not pro- 
pose to have our competitor furnished with 
all of our trade secrets.” 

The public in those communities where 


clearing house supervision obtains has 


been so often told that no depositor in a- 


clearing house bank has ever lost a dollar 
that there is danger of their assuming such 
losses will never occur. Under these cir- 
cumstances the clearing houses of the 
country are shouldering a great respon- 
sibility, and it cannot be too often or too 
specifically emphasized that clearing house 
membership does not entail guarantee of 
deposits or integrity of management, but 
that it only insures drastic supervision con- 
sistent with independent management and 
that its record justifies public faith. 


Bankers’ Best Weapons 


NOTHER criticism is that, smaller 
bankers assert, the whole Clearing 
House proposition is just another attempt 
of the big bankers and the large institutions 
to dominate the smaller institutions. This is 
probably a natural reaction, but it certainly 
is not sound, and I am happy to say that 
most of the smaller banks in Chicago hold 
the Clearing House Association in the 
highest regard and that membership by 
smaller banks generally is limited only by 
the capacity of the examining force. I 
have no doubt whatever that a similar 
situation will develop in any of our cities 
when the smaller banker is properly ad- 
vised of the functions of the system. 

Who is most concerned in the question 
of banking integrity? I am aware the 
usual answer is the shareholders, that they 
have at risk not only their capital invest- 
ment, but their double assessment liability, 
and naturally they alone are most con- 
cerned -in the matter. I think it may well 
be questioned if either shareholders or 
management is most vitally concerned. 
Another party, the most numerous and 
representing the greatest financial invest- 
ment, is the depositing public. It is his 
welfare that has been the basis for all 
supervision and regulation. 

According to figures compiled as of June 
30, 1922, shareholders have invested in all 
kinds of banks $2,950,000,000. These insti- 
tutions at that time had a surplus account 
of $2,700,000,000, or a total of $5,650,- 
000,000, while depositors had in trust with 
the same institutions $37,200,000,000. In 
other words, not considering the sharehold- 
ers’ additional liability, the public had al- 
most six and one-half times as much at 
risk in the banks of the country as had 
shareholders, and more than four times 
as much as shareholders, considering capi- 
tal, surplus and double liability. 

It has always been failures that have 
renewed the clamor for the guarantee 
of deposits, and other unsound legislation. 
Such agitation will certainly increase as 
depositors become more numerous, unless 
every facility is exercised by bankers them- 
selves to render failures almost impossible. 
If the individual unit of banking institu- 
tion is the correct system for this country, 
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it must demonstrate it by its record, be- 
cause in the end public opinion will con- 
trol. If bankers shape a friendly public 
sentiment, their position is secure. If that 
sentiment is furnished by the enemies of 
the system, the system will fail. 

In my opinion the two most effective 
weapons available for those interested in 
the maintenance of American banking in- 
stitutions are the agencies of the clearing 
houses and the Federal Reserve system. 
If the associations opposed to branch bank- 
ing will nail to their masthead the develop- 
ment of the principles of clearing house 
supervision and the maintenance of the 
integrity of the Federal Reserve system 
as originally intended, I have no doubt 
whatever they will weather the storm of 
any opposition. 

There are two outstanding ends which 
it is always desirable and absolutely essen- 
tial to maintain. First, solvency of institu- 
tions and security of deposits. This can 
unquestionably best be obtained through 
a general application of the principle of 
clearing house supervision and _ regula- 
tions. Second, the ability of our institutions 
to serve the nation, and this in turn is only 
possible of achievement through the preser- 
vation of the integrity of the Federal Re- 
serve system. 

Possibility for further development of 
the clearing house system lies in the direc- 
tion of getting the examination idea in- 
augurated throughout the entire country 
as nearly as possible. To me it is utterly 
amazing that with some 330 cities maintain- 
ing clearing houses, less than 35 have in- 
stituted examinations, and many of these 
have so limited and restricted their in- 
quistorial functions as to make their effi- 
ciency almost nil. I take it for granted 
there will be no let-up in efforts to convert 
the remaining clearing house asscoiations. 


Bureaus of Credit 


further development of the 
clearing house is the installation of 
bureaus of credit. To my mind such bu- 
reaus are of special value to banks in larger 
centers. Few of those not familiar with 
the subject appreciate the responsibility as- 
sumed by officials of the larger banks in 
the purchase of commercial paper. 

It seems quite possible if thoroughly up- 
to-date credit bureaus were maintained by 
large clearing houses, a fair understanding 
of the asset condition and the total bor- 
rowings of the concerns who sell paper 
through brokers would be easily had and 
intelligent information be substituted for 
the more or less uncertain speculation which 
now attends the purchase of this paper. 
No doubt a service of this character would 
be appreciated by the smaller banks, and 
the larger banks would be relieved of much 
detail. 

My experience convinces me the county 
unit is the only practical avenue through 
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which we may consider our own com- 
munity affairs, and particularly the channel 
whereby we may reach and create in the 
minds of the public a better understanding 
of the simplicities of the banking business. 

I believe it is possible to convince the 
smaller bankers that there is a real need 
for them to cooperate in every manner pos- 
sible, not only for their own protection, 
but because of the dangers to which they 
subject themselves and the banking busi- 
ness as a whole, if they permit public opin- 
ion to become warped by false information 
and vicious agitation. We are cussed and 
discussed so much that when a particularly 
vicious assault is made on us, individually 
or collectively, we are likely to dismiss the 
subject with a shrug of the shoulders and 
an “Oh! What’s the use?” Whereas, as a 
matter of fact, we ought to make it our 
business to answer with the facts. If we 
do not educate the public, the demagogue 
will, and once educated in the wrong direc- 
tion, he can use it to make trouble for us. 


Instrument Is Ready 


ERTAINLY no better vehicle could be 

desired than is ready to the hand in the 
25,000 odd country banks in the United States 
whose principal shareholders are in most 
cases the small merchant, professional man 
and farmer. These can be fashioned into 
a vital and vocal influence for banking. If 
we can establish some of the essential prin- 
ciples of the clearing house system in con- 
nection with the county organizations, and 
can get the county organizations to adopt 
a program along the lines of the activities 
of the clearing house and the value of the 
Federal Reserve system, we will have gone 
far toward selling our business to our own 
customers and will have created before 
very long public sentiment which will re- 
lieve us of the ever recurring threat of 
additional government regulations and de- 
posit guarantees. 

From time to time we may not agree 
with all the policies of the Federal Reserve 
Board or of the management of the par- 
ticular bank of which we are a member, 
but on the whole I have yet to find an offi- 
cer of any important institution who would 
openly advocate the abolition of the system. 

Unfortunately the attitude of the officers 
of some smaller banks is not very friendly 
to the Federal Reserve system and I re- 
cently have had said to me by bankers who 
should have thought differently that, so far 
as they were concerned, they did not care 
how soon the system was wiped out of ex- 
istence. It is easy, of course, to understand 
why the smaller banker feels that it is the 
large bank which secures the direct benefit 
from the Federal Reserve system. They 
feel naturally that they have little or no 
need for it since they secure from their city 
correspondents all the service and assist- 
ance required. They believe that the man- 
agement of the city banks is in closer touch 
with their local problem and understands 
more fully their needs than does the man- 
agement of the Federal Reserve banks. It 
must be admitted that to some extent these 
statements are true. It is to be regretted 
that in some instances the management of 
the local Federal Reserve Bank has not 
shown sympathy, if even intelligent under- 
standing, of the country bank problem. 
They seek to condemn the System because 


of the frailty of the human element in 
management and judgment, which if some 
of us were subjected to, would eliminate us 
from the banking equation. These critics 
of the system do not go far enough in their 
analysis. While it may be true that they 
receive little or no direct benefit from the 
system, many of them might if they would, 
and those who cannot have institutional 
contact with the system receive benefits 
and advantages from its existence which 
are none the less powerful because indirect. 
After all, our concern is for a sound bank- 
ing system. This is of just as much im- 
portance to the small banker as the large 
and if experience counts for anything we 
are forced to admit that our whole banking 
structure was never as sound as at present, 
and this notwithstanding that in no time in 
the history of the country has the system 
ever gone through so difficult a period as 
that embraced in the life of the Federal 
Reserve system. The system cannot be 
maintained without the support of public 
sentiment and favorable public sentiment is 
utterly impossible without approximate 
unity and cooperation of all kinds of bank- 
ers at all times. 


WE may not all agree on the question of 
par collections or as to whether or not 
the country bankers were urged to borrow 
too much and then forced to pay too quickly. 
It may even be debated as to whether all 
eligible banks should or should not join 
the system, but so far as possible all these 
matters should be argued and _ settled 
between bankers themselves because if the 
quarrel is taken to the public and the set- 
tlement of the argument left to the arbitra- 
ment of politics, we may be sure that the 
solution adopted will not be economically 
sound nor make for the welfare of our 
banking institutions. We need no better 
proof of this than is embraced in a full 
understanding of the extent to which pub- 
lic and political influence has determined 
the personnel of the Federal Reserve Board 
in recent months. In the original instance 
it was clearly contemplated and specifically 
provided that at least two members of the 
Federal Reserve Board should be trained 
in banking and finance. With no criticism 
whatever of the personnel of the present 
Board, all of whom are estimable gentle- 
men, it is a striking coincidence that the 
original provision with respect to trained 
bankers has been eliminated from the act 
and the only specific requirement with re- 
spect to the personnel of the Board at the 
present time is that one of them at least 
shall be a farmer. I personally did not 
oppose that amendment. The farmers of 
this country have a great deal at stake and 
our financial system should be as responsive 
to their requirements as is possible to make 
it consistent with sound economic and busi- 
ness principles. I believe it is a good influ- 
ence to have a real dirt farmer brought 
face to face with the problems and com- 
plexities of our banking machinery. He 
will obtain fully as much information as 
he will impart and the Board on the whole, 
if otherwise properly constituted, should be 
stronger because of his membership on it. 
but I do feel, and I believe the farmers of 
this country feel, if they were permitted to 
voice their sound unprejudiced horse sense 
upon the subject, that the Board should be 
primarily constituted of men thoroughly 


trained not only in the theory but in the 
practical application of the banking busi- 
ness as well. Surely the bankers would 
not insist that one of their number without 
farming or agricultural experience should 
be Secretary of Agriculture nor would the 
doctors or lawyers seriously contend that 
one of their members without other experi- 
ence or qualifications should be Secretary 
of War. It goes without saying that all 
groups approve of the selection of men for 
these posts qualified to exercise the duties 
of their office. Upon the same basis of rea- 
soning -will not the public approve of the 
reinstatement of the provision making it 
mandatory, if necessary, that at least two 
members of the Federal Reserve Board 
shall have practical banking experience, na- 
tional if not international in character, such 
as will make them recognized authorities 
in economics and financial matters? 

I conceive it to be our duty to urge with 
all the force at our command the applica- 
tion of a square deal, which is all that is 
necessary to preserve the Federal Reserve 
system and incidentally insure the integrity 
of our banking institutions. We can’t af- 
ford to shirk this responsibility. 
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Federal Reserve System in the Senate 
would provide a most desirable protection 
for faithful and conscientious board mem- 
bers. As it is, nobody can blame men of 
worth for declining service on a board 
where, at the end of their term, duty cour- 
ageously performed will, inevitably, deliver 
them into the knife of politicians, whose 
wishes a conscientious administration of 
their office forced them to disregard. 

Your Commission is also of the opinion 
that service on the board would prove more 
attractive if the board itself were permitted 
to designate its governors and vice-gov- 
ernors, instead of having the President 
charged with the duty of promoting and 
demoting individual members according to 
his preference. 

Furthermore, it may be worth while to 
amend the Federal Reserve Act so as to 
make the governor the chairman of the 
Federal Reserve Board, the Under-Secre- 
tary of the Treasury becoming a member of 
the board ex-officio, instead of the Secre- 
tary of the Treasury himself, who, natur- 
ally, is generally so overburdened with other 
duties that it is quite impossible for him 
to be a regular attendant at the board’s 
meetings. 

Finally, your Commission wishes to re- 
iterate the recommendation, repeatedly 
made by this Association, that the major 
function of the Comptroller of Cur- 
rency be transferred to the Federal 
Reserve Board with a view to bring- 
ing about a _ simplified and uniform 
system of examinations and_ rulings. 
The present system makes for costly 
duplication and, in the past, has often led 
to unnecessary delay and irritation. The 
Federal Reserve System is one of the most 
precious assets of our country. No effort 
should be spared to diagnose and remove 
in its very beginning any unhealthy growth 
that, if left undisturbed, may sap the 
strength of the Federal Reserve System 
and undermine its integrity. 
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What We Don’t See 


By WILLIAM A. SCOTT 


Director School of Commerce, University of Wisconsin 


N the years immediately preceding and 

succeeding the revolution of 1848, the 

French economist, Bastiat, was im- 

pressed by the false reasoning on 
economic matters of large numbers of the 
French people and by the evil consequences 
resulting therefrom. Among the latter he 
reckoned their persistence in the mainte- 
nance of a commercial policy which, in his 
opinion, handicapped their economic devel- 
opment and the radical, socialistic experi- 
mentation of the revolutionary government 
which succeeded Louis Phillippe. In order 
to illustrate the faults in his countrymen’s 
mental processes, he wrote a number of 
pamphlets, among them one entitled “What 
We See and What We Don’t See.” In this 
he pointed out their apparent inability to 
trace the more remote consequences of acts, 
laws and reforms. They saw, he said, only 
the immediate results, and, if these seemed 
to be good, went ahead, unconscious of the 
more remote consequences which they did 
see and which were often very bad. In 
other pamphlets he illustrated their inabil- 
ity correctly to interpret what they saw 
about them because of their failure to see 
what was taking place beneath the surface, 
and their inability to discover the relations 
between economic phenomena, 

During the last few years I have often 
been reminded of Bastiat’s pamphlet. All 
the kinds of bad reasoning noted by him 
have been illustrated here, in the United 
States, and for that matter in France and 
the other countries of Europe, during this 
period. 

During the war, for example, our Gov- 
ernment took over the operation of the rail- 
roads. What we saw were the advantages 
of better cooperation among the different 
lines, the elimination of interruptions from 
strikes, and the more rapid and certain trans- 
portation of soldiers, sailors, war materials 
and equipment. What we did not see were 
the increased costs and decreased efficiency 
of operation, the higher passenger and 
freight rates, the increased costs of pro- 
duction, varying in amount between differ- 
ent commodities and localities, the increased 
prosperity of some communities and the 
decreased prosperity of others, the compli- 
cations involved in holding the scales of 
justice even between some producers and 
others, the disturbance of the relations be- 
tween the railroad labor unions and the rail- 
road companies, and innumerable other con- 
sequences which followed from there. 


Price Regulation 


DURING the war we also arbitrarily reg- 

ulated the prices of a large number of 
commodities. What we saw was the pre- 
vention of profiteering and the stimulation 
of the production of war materials and 
supplies. What we did not see was the 


disturbance of the normal price and profits 
relations upon which the successful and 
smooth operation of our entire economic 
mechanism depends, interference with the 
normal flow of investment streams, the over- 
equipment of some industries and the under- 
equipment of others, and the fostering of 
the belief that the Government is omnipo- 
tent in economic matters and can arbitrarily 
adjust prices and profits to suit its own ideas 
of justice or expediency, or meet the de- 
sires of blocs or classes that may chance 
from time to time to be politically dominant. 

Early in our history the practice of ex- 
empting from taxation bonds issued for pub- 
lic purposes was inaugurated and has been 
persistently adhered to. What we saw were 
lower interest charges and taxes, and the 
avoidance of friction between the Federal 
and the State governments, What we did 
not see was the interference of the prac- 
tice with the working out of an equitable 
taxation system and the diversion of capital 
from industry and commerce to public im- 
provements at a critical period in our his- 
tory. 

The farmers have for some time been and 
still are suffering from the fact that the 
prices of some of their staple crops are 
relatively low. What they need and want 
is higher prices for these staples. The Gov- 
ernment arbitrarily fixed these prices at a 
high level during the war; therefore, it is 
recommended that it should do the same 
thing again. The innumerable consequences, 
better incomes or the elimination of losses 
for the farmers, are seen. The remote con- 
sequences are not seen and, therefore, dis- 
regarded. 

The war greatly increased the expenses 
of government and rendered higher taxes 
necessary. On the principle that people 
should contribute to the support of govern- 
ment according to their abilities, we levied 
graduated income taxes. What we saw 
was the increased public revenues and the 
distribution of taxes according to a prin- 
ciple which we believed to be just. What 
we did not see was the diversion of capital 
from essential industries to public uses 
through investment in tax-free securities 
and the partial defeat of the very ends we 
had in view in the levy of these taxes. 

During the war and for two years follow- 
ing it prices rose rapidly in this country, 
and at the same time there was a rapid ex- 
pansion of bank credits. Then followed 
a slump in prices and a contraction of bank 
credits. The period of expansion was syn- 
chronous with low discount rates at the 
Federal Reserve Banks and that of con- 
traction with high rates. The interpreta- 
tion of these phenomena, widely adopted, 
was that the expanded bank credits caused 
the high prices and the contracted bank 
credits the low ones, and that the low dis- 
count rates at the Federal Reserve Banks 
caused the credit expansion, and the high 
rates the credit contraction. The inevitable 
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conclusion was that the Federal Reserve 
Board, which fixes the rates, was respon- 
sible for this entire series of events. It 
should, therefore, bear the blame for what- 
ever suffering resulted, and the law, by 
which its actions are controlled, should be 
so changed that in the future discount rates 
will be so regulated as to keep prices stable. 
There is a group of people now working 
toward this end and urging upon Congress 
this reform. 

The war forced inconvertible currencies 
on the warring nations of Europe, and gold 
ceased to be used as a medium of exchange 
and has not yet been restored. This phe- 
nomenon has been interpreted to mean that 
the gold standard has been scrapped; that 
it does not play the réle in the world’s econ- 
omy that the economists have claimed for 
it; that we had better forget it and pro- 
ceed to reconstruct the world’s exchange 
on some other basis. 

One of the essentials of a good standard 
of values is the possession of independent 
values; that is, capacity to satisfy other 
wants than that for a medium of exchange; 
therefore, it is concluded, any commodity 
that possesses this quality in a high degree 
will make a good standard. 

This country prospered marvelously in 
the period before the World War and dur- 
ing all that time we pursued the policies of 
protection to domestic industries and of 
avoidance of entangling alliances with Eu- 
ropean countries. Therefore we conclude 
that these policies were the causes of our 
prosperity, and any modification of them 
would bring natural disaster. 


Remote Consequences 


"[ HERE are probably many reasons why 
we do not see, and consequently neglect, 
remote consequences. One is the very fact 
of their remoteness, What is present and 
directly before us strikes our vision, ob- 
trudes itself upon us. We cannot neglect it 
if we would. What is remote is at the 
moment out of sight and can be perceived 
only by the action of our powers of rea- 
soning and imagination. 

A second reason—and this fact also helps 
to account for our difficulties in interpreting 
economic phenomena and in tracing the re- 
lations between them—is the complexity of 
the action and interaction of economic and 
social forces. We perform some appar- 
ently simple act, set in motion some easily 
comprehended force, and it combines with 
other forces which we do not comprehend 
and helps to produce complex results, which 
we did not dream of and which we cannot 
analyze. 

But the most important reason is ignorance 
of basic facts and principles. There are 
certain facts and principles which lie be- 
neath the surface and are not visible to 
the naked eye, but are, nevertheless, more 
potent than those we do see. They are 
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constants among the variables we inject into 
the situation, and are ingredients in every 
combination of forces which produce the 
results we see. They are capable of manip- 
ulation, but they cannot be eliminated. They 
act whether we are conscious of the fact 
or not. No economic phenomena can be 
correctly interpreted and understood with- 
out knowledge of them and comprehension 
of the manner in which they work. They 
are not so complex as are the surface phe- 
nomena which we see, and they are not 
beyond the comprehensions of ordinary men. 

The consequences of popular misinterpre- 
tation of economic phenomena and of false 
reasoning concerning them were serious in 
Bastiat’s time. They are much more serious 
now and that for three reasons. 


A Changed World 


he the first place, the dependence of man 
upon man, class upon class, section upon 
section, industry upon industry and nation 
upon nation is much greater than it was 
in the middle of the last century. Then 
the new economic forces, set in operation 
by the industrial revolution, had only made 
a good beginning in the work of transform- 
ing the old economic order into the new. 
Now this work is complete. Then there 
were nations and regions within nations, and 
classes of people here and there who were 
economically independent to such a degree 
that the failure of economic machinery to 
function properly affected them only slightly 
and sometimes hardly at all. Now it would 
be difficult to find such regions or classes 
or individuals or nations within the circle 
of the civilized world. Today the work of 
producing and distributing the necessaries, 
comforts and luxuries of life is so divided 
and distributed among the people of the 
world that no one performs more than an 
infinitesimal part of the task of supplying 
his own wants, and any interruption to 


commerce or industry, like the casting of 
a pebble into the sea, spreads its effect in 
more widening circles. No individual, no 
region, no community, no nation can now 
control its own fortunes. We all are af- 
fected by what others do. Events and ac- 
tions over which we have no control affect 
us quite as much, and sometimes more, than 
those of which we are masters. 

The World War illustrated this inter- 
dependence in a thousand ways. We wanted 
to keep out of it and we tried our best to 
do so, but it was impossible, and it will be 
equally impossible for us to keep out of 
any future war that involves any consider- 
able number of nations anywhere in the 
world. In thousands of ways the interests 
of her people are so involved with those 
of peoples in other parts of the world 
that what affects them affects us. How- 
ever much we may deserve isolation, it is 
an impossibility and ceased to exist long 
ago. The fact that our Government pur- 
sued the policy of avoiding entangling al- 
liances did not and could not prevent in- 
dividuals and corporations from entering 
into all kinds of entangling alliances with 
foreigners, and it was these that counted 
in the critical period of the war. 

On account of this interdependence we 
are all interested in the right ordering of 
the economic affairs of our own community, 
State and nation and of the entire world. 
We cannot afford to make mistakes our- 
selves or to allow other people to make 
them, because mistakes mean loss and suf- 
fering to all of us and disaster to some 
of us. 


New Facts 


| Baye us not forget that this degree of 
interdependence and the consequences of 
it are comparatively new facts in the world’s 
history. It has been a matter of gradual 
development since the beginning of the last 
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quarter of the eighteenth century, but the 
pace of the movement has been accelerat- 
ing, in recent years, very rapidly. It is 
not surprising, therefore, that many of our 
people are unconscious of these conditions: 
that they still think that each man’s business 
is his own affair, and resent any interfer- 
ence from others; that each one has a right 
to make as many mistakes as he likes; that 
there is no great harm in class conflict and 
class legislation and in political, economic 
and social experimentation. They do not 
realize that the happiness and prosperity, 
even the lives, of all of us depend upon the 
smooth running of very complicated and 
delicately organized world machinery, which 
can easily be thrown out of adjustment and 
wrecked by the actions and mistakes of 
themselves and their political and economic 
associates, 

A second reason why ignorance of basic 
economic facts and principles and popular 
mistakes in the interpretation of economic 
phenomena are more serious now than they 
ever have been in the past is the magnitude 
of the world’s population in relation to its 
natural resources. There are several times 
as many people in the world to be fed, 
clothed, housed, educated and amused as 
there were 150 years ago, and the increase 
is still continuing. The natural resources 
of the world have not appreciably changed 
during that period and will not change ap- 
preciably during any period of time short 
enough to concern us. Our knowledge of 
these resources and of how to utilize them 
in the satisfaction of human wants has enor- 
mously increased, and the wants of this 
larger population are undoubtedly better 
satisfied than were those of the milder pop- 
ulation of former times. But these condi- 
tions are due to the development of this 
complicated and delicately organized eco- 
nomic mechanism of which I have spoken, 
and can only be continued by the mainte- 
nance and continued functioning of this 
mechanism or by its replacement by as good 
or a better one. If we wreck or seriously 
impair it, many of us will die of starvation. 
The present population of the world can- 
not be fed and clothed and housed by the 
primitive economic methods of our ances- 
tors. We cannot all become farmers of 
the kind that flourished in the early days 
of the Republic—farmers who were economi- 
cally self-sufficing, producing the food for 
their own families and the raw materials for 
their clothes, implements and_ buildings, 
manufacturing in their own households the 
necessities and such comforts of life as they 
enjoyed and building their own houses and 
the shelters for their animals. There are 
not farms enough to go round, and, even 
if there were, most of us would starve to 
death before we learned how to cultivate 
them. 


We Cannot Escape 


We cannot escape from our present 
dilemma by going back to primitive 
conditions. 
cooperative in the production and distribu- 
tion of the wealth we need, either in ac- 
cordance with present methods or with oth- 


If we live at all, we must be 


ers equally efficient. Interdependence of 
man upon man and of nation upon nation 
is a necessity of modern life. We have no 
choice in the matter, except the choice be- 
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tween living and dying. If we choose to 
live, we must learn to live together in peace 
and comparative harmony, and the price 
of such living is a certain minimum knowl- 
edge of the necessary conditions of har- 
monious living together and willingness to 
conform to those conditions. 

A third reason why popular ignorance is 
more dangerous now than ever before is 
the fact that for the first time in the world’s 
history the control of the political machin- 
ery of the civilized world is in the hands 
of the masses. The World War swept 
away the last remnants of the old monarch- 
ical and aristocratic régime. Everywhere 
in Europe, as well as in America, the peo- 
ple are in control, How will they use their 
power? That is the question of questions 
of our day, and upon its answer hangs the 
fate of all of us. 

The danger of the situation is appar- 
ent. Political, economic and social rela- 
tions were never so complicated and so 
difficult to unravel and to understand as 
at the present time. Their regulation and 
proper manipulation never required so much 
insight and ability, such breadth and depth 
of knowledge, such devoted, unselfish and 
disinterested service on the part of public 
officials and of the men who manage and 
direct our innumerable private enterprises. 
The masses of the people, though better 
educated than ever before and much more 
intelligent and better trained in some coun- 
tries than in others, are nevertheless rela- 
tively ignorant. They do not understand 
the complicated political, economic and so- 
cial machinery over which they have ac- 
quired control. 

This fact is evident to even the casual 
observer. The crudest kind of experimen- 
tation is in progress, without any apparent 
appreciation of the seriousness of it. Theo- 
ries exploded generations ago are widely 
current, and fallacies a thousand times ex- 
posed are daily perpetuated. Our situation 
is not unlike that of the passengers of a 
fast railroad train the engineer, fireman, 
conductor and other members of the train 
crew of which have never before had any 
experience in their respective jobs, or of a 
community whose automobiles are driven 
by children or by men and women who 
know little or nothing about the mechanism 
of the machines they are driving. 


To Lessen the Danger 


AN anything be done to remove or ma- 

terially lessen the danger in which we 
find ourselves? So far as I can see there 
is but one hope, and that, indeed, a remote 
one; namely the education of the masses 
to an understanding of their new duties 
by some other means than experience. Ex- 
perience is proverbially a hard teacher, and 
in this case may not even be a good one. 
One might wreck innumerable railroad 
trains and kill multitudes of passengers 
before learning to run a locomotive by 
simply pushing and pulling the levers and 
observing what happens. In this case some 
knowledge of the mechanism is essential to 
success. The same thing is true of our 
social machine. Endless experimentation 
may yield only negative results, and it may 
be hopelessly wrecked long before we have 
finished finding out what not to do. 
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There are many obstacles in the way of 
a successful popular campaign of education 
along economic and social lines, One is 
the magnitude of the task. In this case we 
are concerned not simply with the young 
people in our schools, colleges and univer- 
sities, who are indeed important and must 
not be neglected, but also with the grown- 
ups who cannot be reached through the 
public schools. These are now in control 
and must be reached at once if the task 
is to be accomplished. The education of 
the young people will provide safely for 
the future, but the danger is here and now. 

Another obstacle is the suspicion and 
prejudice of the masses against any and 
all teachers, except those who come from 
their own ranks. Few of them are able 
to detect the true from the false, and they 
have faith only in their own leaders, some 
of whom are as much in need of education 
as those they lead. 

Despite these and other obstacles, how- 
ever, ought not the job to be undertaken, 
and, if so, by whom? I believe it ought 
to be undertaken, and that the American 
Bankers Association is the organization best 
fitted to undertake it. The following are 
the grounds for my belief: 

In the first place the principles of money 
and banking must have an important place 
in the education program. Ignorance con- 
cerning them is dense and widespread and at 
present is very dangerous. On account of 
the central place which our monetary and 
being systems occupy in our present-day 
economic mechanism, ignorant tampering 
with them will wreck us sooner and more 
completely than anything else. 

In the second place, bankers are more 
closely and vitally in touch with all classes 
of business men than any other group of 
persons and are better organized than most 
others. The American Bankers Association 
now reaches every section of the country 
and is represented in every city and town 
of any importance. 

Your business has forced you to study 
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the basic facts and principles of our eco- 
nomic order more thoroughly than any other 
class of business men, and you are, there- 
fore, better fitted to serve as teachers than 
members of any other economic group. 

You are a permanent and growing or- 
ganization, and this is a permanent and 
growing task. So long as the people rule— 
and no believer in democracy expects that 
the power they have acquired will ever 
pass from their hands—the work of pre- 
paring them for their duties by education 
must continue. No temporary organization 
like that, for example, which was called 
into existence by the task of creating our 
Federal Reserve System is, therefore, fitted 
for the job. 


Export Dairy Business 


ag American cow retains her popular- 
ity in the Orient, in spite of the neglect- 
ful attitude of the Occident, says the Trade 
Record of the National City Bank of New 
York. The export of American condensed 
and evaporated milk to the Orient increased 
60 per cent during the first seven months 
of this year, although the export to Europe 
during the same period fell off 35 per cent. 

The reason for the large demand for 
milk in China, for instance, is that China, 
with a population of 400,000,000, has only 
22,000,000 cattle of all classes and a very 
small percentage of those are used for dairy 
purposes. Japan with its 50,000,000 people 
has only 3,500,000 cattle, and French Indo- 
China with 20,000,000 population has less 
than 250,000 cattle. 

While India has more cattle than any 
other country in the world—130,000,000— 
and double that of the United States, yet 
our exports of milk to that country in 
the last five years totals more than 60,- 
000,000 pounds. 

The value of American exports in milk 
in various forms has grown from $17,- 
000,000 in the decade preceding the war 
to $400,000,000 since the war. 
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Banker-Farmer ‘Team-Work 


By D. H. OTIS 


Director, Agricultural Commission American Bankers Association 


HE interdependence of the farmer 

and banker is so close that self- 

preservation demands that they pull 

together, If agriculture fails, we 
all fail. There are no two industries that 
offer. greater opportunities for mutual help- 
fulness, for increasing profits and bank de- 
posits than do banking and farming. 

The banker-farmer movement presents 
a program that reaches down through the 
surface to the very root of things. It rec- 
ognizes the truth that bank prosperity de- 
pends not upon the prosperity of a few, 
but upon the prosperity of all and especially 
of the average man and the average woman. 

Periods of low farmer-purchasing power 
are invariably followed by a decided increase 
in the number of business failures. Busi- 
ness failures since 1866 reveal the close re- 
lation between agriculture and _ business. 
Further, when the income per acre is in- 
creased from one to two dollars, there is 
a direct effect in decreasing the number 
of business failures and, vice versa, with 
a decrease of one to two dollars in the 
income per acre, business failures mount 
steadily upward. If this difference of one 
to two dollars in the farmer’s income per 
acre promptly and effectively influences the 
number of business failures over the entire 
country, can any business man question his 
interest in agriculture? 

Bankers are affected more quickly and 
more directly than other business men. A 
period of agricultural depression is imme- 
diately noticeable in the balances that the 
country bank carries with its city corre- 
spondents. 

There are some fundamentals in farming 
with which all business men should be 
familiar. Success in farming is the basis 
of farm life. Good homes and modern 
labor-saving devices are not a part of the 
unsuccessful farmer’s equipment. Further- 
more, the unsuccessful farmer is not buying 
the products of the factory and of industry. 


Deceptive Prosperity 


1 pee would not long succeed if it 
should continue to use its capital stock 
for running expenses; neither will the farm. 
No matter how large the bank account at 
the start may be, it will not stand continual 
checking without the addition of deposits. 
The late lamented Dr, C. G. Hopkins said 
that “the farmers of this country have been 
living, not upon the interest from their in- 
vestments, but upon their principal; and 
whatever measure of apparent prosperity 
they have had in favored localities has 
been largely taken from their capital stock. 
The boastful statement that the American 
landowner has become a scientific farmer 
is as erroneous as it is optimistic. Almost 
every effort by the American farmers has 
resulted in decreasing the fertility of the 
soil.” 


The banker who drives into the country 
and observes this process of mining the fer- 
tility from the land should feel that to that 
extent the resources of his bank are being 
sapped. 

Three and four years ago some of the 
Southern bankers were living on cotton. 
Large crops with high prices brought in 
large sums of money. The farmers, busi- 
ness men and bankers all were happy. What 
happened in the two years following the 
high prices for cotton? To use a slang 
expression, all were “busted.” 


One-Crop Farmers 


AX? yet some of our bankers are con- 
tinuing to loan money to the one-crop 
cotton farmer. I have a notion that when 
such a farmer comes around for a loan 
that the banker should make the loan on 
the condition that the farmer keep at least 
one cow, one sow and a couple dozen hens, 
at least enough livestock to feed his own 
family. 

It was a surprise to me to find in one of 
our Southern States 20 per cent of the farms 
not producing a single egg, 37 per cent not 
raising even one lone chicken and 36 per 
cent not having a single dairy cow. In an- 
other State, well adapted to the poultry in- 
dustry, the annual importation of poultry 
products amounted to $19,000,000. In still 
another State I learned of one county in 
which there were located 1000 farms and 
only seventy cows. This means that ag- 
riculture is sick, production is unbalanced. 
Farmers are paying freight and other over- 
head charges on food products they ought 
to be raising at home. 

Of course, more diversified farming may 
mean less automobile riding; it ought to. 
Our economic problems cannot be solved 
unless we are willing to work. The one- 
crop farmer is not performing his share 
of work. He needs profitable employment 
throughout the year. Loafing on the farm 
ought to be made unpopular. Business men 
work throughout the entire year. Why 
should not the farmer? If he did, there 
would be less time to listen to the agitator. 
The latter only increases discontent, makes 
men less capable and prolongs the time 
of recovery. The farmer must work his 
way out and not seek for high prices by 
legislation. 

But if we get our farmers working full 
time, will we not have overproduction? 
This overproduction cry is too often a 
thorn in the flesh; it is apt to be mislead- 
ing; it blinds us to the real issue. There 
may be times when certain crops, because 
of climatic or economic conditions, are un- 
profitable, and yet there are other crops 
that are profitable in a well worked out 
system of diversification. At present wheat 
is said to be selling below the cost of pro- 
duction and yet corn is higher than it was 


230 


a year ago. Wheat is lower. In the live- 
stock sections we seldom hear of an over- 
production of alfalfa or clover. In all 
sections of the country we are importing 
either food or feed that we ought to be 
raising at home. Our cropping systems 
need to be readjusted to meet present needs. 
We need to do more constructive thinking. 
The great end of farming, banking, or 
any other legitimate business or profession 
is to grow splendid human beings, physi- 
cally, mentally and morally. Farming is a 
life as well as an industry. The hope of 
this country lies in its young people. 
Through the boys’ and girls’ clubs the 
banks of this country have an opportunity 
for service that is unparalleled. Much has 
already been done; much still remains to 
he done. Bankers can go still farther. They 
can find here and there bright intelligent 
boys and girls with a noble purpose in life, 
whose life’s destiny hinges upon securing 
a college education, but whose parents, un- 
fortunately, are unable financially to send 
them. Such young people need advice from 
a sympathetic banker. They need to have 
explained to them what is meant by a pro- 
ductive investment. By taking out life in- 
surance, such loans could be well protected, 
and according to statistics as to the earning 
power of college graduates, it would take 
only a short time after graduation to pay 
back the entire cost of an education. What 
a tremendous influence for good the bank- 
ing fraternity could exert if each bank in 
this country would take the responsibility 
of encouraging one earnest and industrious 
boy or girl to invest in a college education! 
Loans made for such a purpose will bring 
the highest returns in satisfaction and leave 
to society a heritage of untold value. 
Periods of hard times give the banker 
an opportunity to drive home some good 
lessons. When wheat is selling below the 
cost of production, when the boll weevil 
is sapping the very life-blood of the one- 
crop cotton farmer, then is the time the 
banker can effectively call the farmer’s at- 
tention to the more favorable conditions of 
lhis fellow farmers who diversify. A few 
dollars and a few kind words will almost 
perform miracles in times of financial stress. 


Chance for a Profit 


our discouragements may 
be, we should not lose faith in the 
ultimate outcome of agricultural develop- 
ment, Hard times will not always last. 
People must eat, and sooner or later ad- 
justments will be made, and the farmer 
will come into his own. One poor crop 
season may change conditions. The farmer 
who attempts to jump from wheat to corn, 
from corn to cotton, and from cotton to 
sugar cane with the thought of hitting high 
prices is very apt to discover that he 
jumped at the wrong time. 
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A Rising or a Setting Sun 


By HON. JAMES M. BECK 


Solicitor General of the United States 


Revolt Against Authority is the Century’s Greatest Problem. 
Keystone to Our Constitution Under Fire. 


Lesson of Washington’s Farewell Address. 


The Ringing 
Dangers of 


Radicalism and Man’s Realization of the Powers of Class Rule. 


HAVE selected a somewhat enigmatic 
title for my address. I wonder how 
many of my audience recognize the 
historical allusion. When I last had 

the pleasure of addressing this association 

I selected as a subject the fascinating story 

of the manner in which the American 

lution was financed in its first 

two years by oné of the most 

interesting personalities of 

the Eighteenth Century, 

Beaumarchais. After I de- 

livered that address I was 

told that few of my audience 

had previously known the 

facts that I narrated. This 

seemed strange to me, for 

apart from the fact that the 

story is as fascinating in its’ 

dramatic interest as a Dumas 

novel, I should have thought 

that an association of bank- 

ers would have _ peculiar 

knowledge of the methods 

whereby our war of independ- 

ence was financed. 

If any considerable portion 
of my present audience is 
similarly ignorant as to the 
historical allusion of my ti- 
tle, then it is but another con- 
firmation that even with an 
American audience of excep- 
tional culture—for bankers 
are generally exceptionally 
well-bred men—there is too 
little time given to the study 
of American history. 

This indifference is not pe- 
culiar to your class. I know 
of no people who are as ig- 
norant of their own history as 
the American people, and this 
is the more amazing for in all 
the annals of mankind there 
is no more fascinating story 
than the development of the 
American Commonwealth. 

With its: opening scene—the 

landing of the London ad- 

venturers at Jamestown—to 

the present hour when America is potentially 
the greatest nation of the world, it pre- 
sents the most stupendous drama ever played 
upon the stage of this “wide and universal 
theater of man.” 

My title refers to one of the most in- 
teresting and dramatic, but little known, 
episodes in American history. One hundred 
and thirty-six years ago this September, 
thirty-nine men met for the last time in 


the State house in Philadelphia. They had 
been in session for four long and weary 
months. Their problem was as great as 
it was unique. For the first time in hu- 
man history the representatives of a na- 
tion met to devise and promulgate a com- 
prehensive scheme of government. Like 
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all true master-builders they “builded bet- 
ter than they knew,”. for when they ad- 
journed on Sept. 17, 1787, it was not with 
elation in their hearts but rather in the 
spirit of the deepest depression. Although 
their work was to be proclaimed by the 
common consent of mankind as the “great- 
est piece of statecraft ever struck off by 
the brain and purpose of man at a given 
time,” yet they were quite unappreciative 
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of the immensity of an achievement which 
was to immortalize them all. Of the fifty- 
five delegates who had originally met, six- 
teen had left before the final day in dis- 
gust. Of those who remained a number 
refused to sign as individuals, and at least 
three were outspoken in their criticism. It 
is true that Bancroft says 
that when the work was com- 
pleted they were “awestruck” 
at its greatness, but Bancroft 
was of ‘that class of histor- 
ians who could not refrain 
from making every historic 
episode a Homeric, epic. The 
fact is that the constitution 
carne near being the stone 
rejected by the builders. Not 
with elation but with great 
reluctance the members 
signed in behalf of their re- 
spective States, and _ they 
were induced to do so by 
Franklin, the true founder 
of the American Common- 
wealth, who, in a speech of 
ingratiating wit, reminded the 
dissenting delegates of their 
fallibility in modestly sug- 
gesting his own. 

The long suspense had 
ended, the crisis had passed, 
and it was then that Frank- 
lin, pointing to the half-disk 
of the sun, painted on the 
chair of the president of the 
convention, made the pro- 
phetic remark that, while he 
had often, in the weary and 
arduous months of the con- 
vention, wondered whether 
that sun was a symbol of a 
rising or a setting sun for that 
America, to which he had 
already given more than half 
a century of public service, 
concluded : 

“But now at length I have 
the happiness to know that 
it is a rising and not a set- 
ting sun.” 

On this day, when the sun, whose rising 
Franklin so clearly saw, is seemingly in 
its noontide splendor, with its rays illumin- 
ing the whole world, we can see the full 
realization of the sage’s prophecy. That 
sun is still ascendant in the constellation 
of the nations, for who can ignore the mo- 
mentous shifting of the world’s center of 
gravity which recent events have evidenced ? 
It does not require the gift of prophecy to 
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realize that the future destinies of the world 
will be determined, not alone from the 
Tiber, the Danube, the Rhine, the Seine 
and the Thames, but also and predomi- 
nantly, from the Hudson, the Potomac and 
the Mississippi. 

Less than fifty years ago the great na- 
tions of the world cared little for America’s 
attitude on any public question, but today 
it is pathetic to note their despairing Mace- 
donian cry to America: “Come over and 
help us.” 


Remarkable Similarity 


HERE is a remarkable similarity be- 

tween world conditions in 1787 and 
those of the present hour. Then, as now, 
a world war had just ended. Then, as now, 
there had been a swift and terrible reaction 
in the souls of men from the nobility of 
purpose and the divine spirit of self-sacri- 
fice that had animated the nations in their 
fierce struggle for existence. As Washing- 
ton said: “The whole world was in an up- 
roar,” and again he said the difficulty was 
“to steer between Scylla and Charybdis.” 
Especially deplorable were the conditions in 
the colonies in the years that had inter- 
vened between the treaty of peace and the 
meeting of the Constitutional Convention. 

The spirit of anarchy, or, as we would 
now say, Bolshevism, had swept a people 
who had already been gravely tried in the 
fiery furnace of war. 

Credit was gone, business paralyzed and 
lawlessness rampant. Not only between 
class and class, but between State and State, 
there were acute controversies and an alarm- 
ing disunity of spirit. The currency of the 
little nation was valueless. It had shrunk to 
a nominal ratio of one cent on the dollar. 
Even its bonds were sold at one-fourth their 
value. The slang expression “not worth 
a continental” is a surviving evidence of the 
contempt for the financial credit of the 
country. Tradesmen derisively plastered the 
walls of their shops with worthless legal 
tenders. 

When invited to attend the proposed Con- 
stitutional Convention in Philadelphia, 
Washington at first declined. Despair had 
almost broken his great heart. Suddenly, 
the news of Shay’s rebellion in Western 
Massachusetts came to his startled ears. It 
was essentially, as we would now say, a 
Bolshevist movement, an uprising of debtors 
to prevent the collection of debts or of taxes. 
Courts of law were seized to subvert order 
and destroy property rights. The revolu- 
tion spread from Massachusetts to adjoin- 
ing States, and threatened to strangle the 
infant Republic at its birth. Only an army 
of five thousand men, then a relatively 
large number, and an actual battle sufficed 
to end it. Civil war had come. 

Washington saw this in his retirement 
at Mount Vernon. With acute anguish of 
spirit he wrote: 

“What, Gracious God, is man that there 
should be such inconsistency and per- 
fidiousness in his conduct? It was but 
the other day that we were shedding 
our blood to obtain the constitutions 
under which we now live, and now we 
are unsheathing our swords to over- 
turn them. The thing is so unaccount- 
able that I hardly know how to realize 
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it or to persuade myself that I am not 
under an illusion of a dream.” 


Once again the father of his country came 
to their rescue. Turning his back upon the 
sweet retirement of Mount Vernon, which 
he had thought would be his solace for the 
nine years’ of absence during the great 
struggle, Washington again accepted the 
call of his country and was hailed on his 
journey to Philadelphia to attend the Con- 
stitutional Convention as the savior of his 
people. 

So little was the interest in the project 
and so weak the faith in the possibility 
of any favorable result, that only a few 
delegates had arrived on the day set for 
the beginning of the convention and for 
many days it was impossible to secure a 
quorum. 

While waiting for enough delegates to 
form a bare quorum of the proposed con- 
vention, Washington gathered the faithful 
few about him and, as Gouverneur Morris 
narrated years afterwards, he said: 


“It is too probable that no plan that we 
propose will be adopted. Perhaps an- 
other dreadful conflict is to be sus- 
tained. If, to please the people, we of- 
fer what we ourselves disapprove, how 
can we afterwards defend our work? 
Let us raise a standard to which the 
wise and just can repair. The event 
is in the hand of God.” 


Vision of the Fathers 


N 1776 the task of our fathers was to 

make America safe for democracy; in 
1787 it was to make democracy safe for 
America. The latter was the more difficult 
task. The fathers worked with a sad and 
terrible sincerity begotten of the awful 
necessities of the situation. They were 
plain men and their unequalled success owes 
much to their simplicity in thought and 
action, for the great things of life are 
always simple and sincere. They preferred 
to walk on mother earth’s hard ground of 
reality, over which they painfully struggled 
with bleeding feet until they had reached 
the eminence of a marvelous achievement. 
They were very practical men and never 
more practical than when they formulated 
this wonderful instrument of government. 
While they had little of the spirit of doc- 
trinarism, yet the great charter, which con- 
tained about 4000 words, 89 sentences and 
about 140 distinct provisions, stated a broad 
and accurate political philosophy which 
constitutes the true doctrine of America and 
indeed the whole law and the prophets of 
free government. 

The principal features of this philosophy 
was a belief in representative government 
as distinguished from direct action of the 
people, a dual form of government which 
gave power to the central government for 
matters of purely national concern, but 
otherwise preserved the spirit of home rule 
to the constituent States; the limitation of 
the power of democracy by protecting the 
individual from the unfair abuses of major- 
ity rule; the development of a fine and virile 
individualism; the principle of an inde- 
pendent judiciary to preserve the Constitu- 
tion and to protect the individual from the 
abuses of popular government; the system 
of governmental checks and balances to 


prevent usurpation of power by any branch 
of the government, and last, but not least, 
the concurrent power of the Senate and 
the Executive in formulating the policy of 
the nation with respect to the rest of the 
world, 

These, in brief, are the fundamental 
principles of the Constitution, and while 
some of them were merely the amplification 
of great principles of free government of 
previous ages, some constitute an original 
and very notable contribution to the or- 
dered progress of mankind. 

In minor details the Constitution was not 
static and admitted of progressive adapta- 
tion to the changes of the most progressive 
age in human history, but the principles, 
which I have already briefly summarized, 
were not of the day but were fundamental 
verities of liberty for all time. 

Were Franklin again to revisit the 
glimpses of the moon and enter this hall 
today, would he, with his unequalled pre- 
science, still regard the sun as a rising 
one? Would he, if he knew the develop- 
ments of the last quarter of a century, re- 
gard this great luminary of the nations 
as in the noontide of its splendor, or would 
he regard it as slowly disappearing behind 
a dark cloud of Socialism—only to set 
some day in the flaming West, which would 
write its irrevocable sentence upon this as 
it has upon so many strong governments 
that have preceded? 

What would Washington say if, clad in 
brown velvet and with sword by his side, 
he entered that doorway and took his place 
upon this platform? We can know his 
thoughts from those which he expressed in 
the farewell address—the noblest political 
testament that any founder of a State ever 
gave to a people whom he had led to high 
achievement. Let me quote the significant 
words which he, as “an old and affection- 
ate friend,’ addressed not only to his own 
generation, but to all that were to follow, 
and therefore to this generation: 


“It is of infinite moment that you 
should properly estimate the immense 
value of your national union to your 
collective and individual happiness. . . . 
Toward the preservation of your gov- 
ernment and the permanency of your 
present happy state, it is requisite not 
only that you steadily discountenance ir- 
regular oppositions to its acknowledged 
authority, but also that you resist with 
care the spirit of innovation upon its 
principles, however specious the pre- 
texts. One method of assault may be 
to effect in the forms of the Constitution 
alterations which will impair the energy 
of the system, and thus to undermine 
what cannot be directly overthrown.” 


Constitution Challenged 


ASHINGTON well saw that the Con- 

stitution could be more easily under- 
mined from beneath than overthrown from 
without. If this were true in the day of 
our weakness, it is more true in this the 
day of our overshadowing strength. We 
need not fear external aggression. This 
great, self-sustaining nation is probably in- 
vincible to any attack that could be made 
upon it by any foreign foe. Another civil 
war between the sections seems equally 
improbable; for the forty-eight States of 
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the Union are seemingly indissolubly bound 
together by the potent agencies of steam and 
electricity. 

But we cannot speak with equal optimism 
of the processes which, as Washington so 
sagaciously pointed out, might “undermine 
what cannot be directly overthrown.” 

Thirty-two years ago it was my privilege 
as a citizen of Philadelphia to participate 
in the centennial celebration of the adoption 
of the Constitution. Who that participated 
will ever forget that memorable week of 
September, 1887, when the representatives 
of the nation met in Philadelphia to ac- 
claim the great work of the Fathers? 

The guns of the new navy of the United 
States awoke joyous echoes from the banks 
of the Delaware from their bronze throats. 
Down our chief highway marched the vet- 
erans of the Civil War, headed by Phil 
Sheridan, the “boys in blue” who with im- 
mortal valor had saved the Union in the 
dark days of the Civil War. 

Within the shadow of the belfry which 
crowns Independence Hall and from which 
the old bell 147 years ago proclaimed “lib- 
erty throughout the land and unto all the 
inhabitants thereof,” there met thirty-six 
years ago, the then President of the United 
States, Mr. Cleveland, the leading officials 
of the government, the representatives of 
many nations and a great body of American 
citizens, to thank God that a full century 
had attested the splendor of the Fathers’ 
achievement. Through the cathedral arches 
of the trees of Independence Square there 
sounded in noble song the faith of a peo- 
ple that “ages upon ages” would be the 
happy lot of America. 


Did Not Foresee 


THs joyous “is triumphe” of a proud and 
exultant people had then no minor chord 
of doubt as to the future. In all the public 
utterances that marked that noted cele- 
bration there was undoubted faith that the 
ship of state had weathered its hardest 
storms, had escaped the rocks and shoals 
which had wrecked other governments, and 
that, in the unlimited future there were 
before it only smooth seas and cloudless 
skies. 

If any of us who took part in that cele- 
bration had then anticipated the portentous 
changes of the next twenty-five years, I 
think the note of exultation would, like 
Macbeth’s “amen” have stuck in our throats. 
Little we then realized that before another 
quarter of a century had passed, every fun- 
damental principle of the Constitution would 
be challenged by great political parties and 
responsible leaders of thought and _ that, 
within that time, there would be Americans 
who would openly proclaim their belief 
that the Constitution was an antiquated and 
reactionary document and an obstacle to the 
progress of the American people. 

In measuring the force of Constitutional 
changes it is necessary to note the changes 
in the Constitutions of the States, as well 
as in that of the federal government. To- 
gether they form the real Constitutional 
system of the American Commonwealth. 

The representative principle has been 
challenged in more than twenty-two States 
of the Union by the initiative and the ref- 
erendum. 

The basic principle of home rule has been 


subverted by a steady submergence of the 
States which has now made of them a little 
more than glorified police provinces. The 
latest illustration is the Prohibition Amend- 
ment, whereby Congress is given power to 
prescribe the habits of the people in the 
matter of intoxicating liquors. 

The guaranty of individual liberty has 
been violated by many socialistic measures, 
while property rights are destroyed from 
time to time by confiscatory legislation. 

The independence of the judiciary is men- 
aced by many provisions for the recall, both 
of judges and of judicial decisions, and the 
fatal impairment of the power of the 
Supreme Court. 


Attack on Supreme Court 


HE system of governmental checks and 

balances has been disturbed by the per- 
sistent subordination in the practical work- 
ings of the government, of the legislative 
to the executive; while the concurrent power 
of the Senate over the foreign relations of 
the government has been challenged by 
many thousands of well-meaning but mis- 
guided men. 

The taxing system has been perverted to 
redistribute property. 

The commercial power of the Union has 
been utilized to attain unconstitutional re- 
sults which were clearly outside of the 
sphere of the federal government. 

The Fifth and Fourteenth Amendments 
have been weakened as bulwarks against 
confiscatory legislation. The Fifteenth 
Amendment is in many sections a dead 
letter. 

Under more than one administration the 
control of the Senate in the selection of 
diplomatic representatives of the govern- 
ment has been nullified by the appointment 
of extra-constitutional diplomats. 

Even the concurrence of the Senate in the 
treaty obligations of the country has been 
impaired under many administrations by 
protocols, informal treaties and by methods 
of treaty-making which make the free de- 
cision of the Senate difficult, but, as events 
in recent years have shown, not impossible. 

Still more amazing and menacing are the 
propositions of some of our leading public 
men to destroy the balance wheel of our 
constitutional system by impairing the power 
of the Supreme Court to preserve our form 
of government in its integrity. The Su- 
preme Court has been the most admired 
feature of our institutions. No one can 
read our history and fail to recognize that 
without that court the Constitution would 
probably have long since perished. It has 
been as a great lighthouse and while the 
angry waves of popular passion have time 
and again beaten with fury upon its foun- 
dation, yet when the storm had subsided it 
was recognized by all men that this great 
lamp of the Constitution still continued to 
send forth its benignant rays upon the 
troubled surface of the waters. 

It is now gravely proposed by some 
capable and patriotic leaders of thought 
that this unique and indispensable feature 
of our institutions should be impaired, if 
not practically destroyed, so that the leg- 
islatures of State and Nation may have 
greater power to pass statutes in violation 
of the wise limitations of the Constitution. 

Thus it is proposed that a law whose 


constitutionality is assailed shall not be 
invalidated unless at least seven of the 
nine justices are of opinion that the law 
is unconstitutional. It would thus be within 
the power of three justices to prevent the 
court from taking an action which two- 
thirds of that great tribunal regarded as 
essential to the preservation of the Con- 
stitution. Death or illness too often pre- 
vent a full bench. Suppose eight Justices 
are sitting. Two can then block any action. 
Suppose seven are sitting. One Justice 
would hold absolutely control of such de- 
cisions. Some day we may have a radical 
president and in the four or eight years of 
his power he may well have the appoint- 
ment of three justices of the Su- 
preme Court. Thus a radical fac- 
tion could be formed in the Su- 
preme Court which would make it im- 
possible for many years for that court 
to discharge its great duty of preserving 
the Constitution. Indeed the unanimous de- 
cision of the court might be thus destroyed, 
for, as stated, the court does not always 
have a full bench and at times, through 
death or illness, only six justices may be 
actually sitting. If, therefore, such a court 
were unanimously of opinion that a statute 
could not be enforced without violating the 
Constitution, nevertheless its decision would 
be nullified because three absent justices 
did not concur in the judgment. A man 
could thus be arbitrarily deprived of liberty, 
property and even life in violation of the 
sacred guarantees of the Constitution be- 
cause, although six justices of the court 
were unanimously of opinion that the guar- 
antees protected him from an unjust stat- 
ute, the absence of three justices had de- 
stroyed the power of the court. 

Another portentous proposal is that where 
the Supreme Court has adjudged that a 
given statute cannot be enforced without 
violating the Constitution, yet if two-thirds 
of the legislative body reenact a statute, it 
shall nevertheless be law. This proposition 
has at least the democratic justification that 
it gives effect to the popular will, but it is 
the destruction of our form of government 
which wisely confined the power of the 
majority within reasonable limits. The 
Fathers did not accept either the omniscience 
or omnipotence of a democracy. 


Class Rule Growing 


HE men who framed the Constitution 
did not believe in an unlimited democ- 
racy. They regarded the tyranny of a 
majority as potentially oppressive as that 
of a single autocrat. The Constitution thus 
sought to protect the individual from the 
impairment of his reserved rights. Such 
was the noble guaranty of the Constitu- 
tion, but it is not worth the paper it is 
written on, unless there is an independent 
judiciary to enforce it, and therefore the 
very keystone of the federal arch will 
fall if the legislative branch could thus 
nullify the authoritative action of the Su- 
preme Court. Fortunately the Supreme 
Court is created by the Constitution 
and its powers could not be thus impaired 
by Congressional statute without an amend- 
ment to the Constitution. 
Alarming as are these tendencies, infi- 
nitely more portentous is the shifting of 
power from the Government to organized 
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classes—and this tendency of our time is 
so grave that it threatens the very exist- 
ence of organized society.. When any class 
becomes so numerous or powerful that it 
can force its will upon the government, not 
through the ballot box, but through its con- 
trol over the necessities of life, then the 
government in that respect exists in form 
and not in name, and such a nation has 
been Bolshevised. Bolshevism means the 
rule of the majority; but in its practical 
operation, as seen in Petrograd, it is the 
rule of a class. Of all oligarchies, that of 
a class is the most hateful. . 

Even in England, once preeminently the 
land of authority and law, there was re- 
cently. manifest danger of a Soviet gov- 
ernment—in fact if not in form. There, 
the miners, railroad employees and_ the 
dock laborers united in a trinity of power, 
not to impose their views upon their em- 
ployers, but to compel the government to 
take political action, under the threat that 
otherwise the people of England would 
freeze and starve. This, they call “direct 
action”; meaning thereby that they are not 
content to assert the legitimate demands 
of their class through the ballot box, which 
is thus impliedly stigmatized as indirect. It 
is a time for plain words. “Direct action” 
is an insidious form of civilar war, and 
unless it be checked, there is an end of free 
government. 

Our own land has not been exempted 
from similar exhibitions of class tyranny. 
No one now questions the right of labor 
to organize, to act collectively and even. to 
strike by concert of action to compel the 
employer to recognize the demands of the 
employed. Once unreasonably regarded as 
a crime, this is now regarded as inherent 
in the liberty of man to work or to refuse 
to work, as he thinks proper. But this 
right as all rights is not absolute and gov- 
ernment would indeed be impotent if it 
could not prevent the arbitrary abuse of 
such power. As equal power must exist 
to prevent the right to strike from degen- 
erating into an exercise-of tyranny subver- 
sive of the equal rights of other people and 
of the State. 

On the eve of the presidential election 
of 1916,.the organization which represents 
the labor engaged in transportation—as es- 
sential to the life of a nation as the circu- 
lation of. the blood is to the life of an in- 
dividual—arrogantly served notice upon 
the President and Congress that their 
wages must be raised by statute. With a 
stopwatch in their hands, they demanded 
immediate compliance with their imperious 
demands; and not only did the President 
and the Congress yield, but even the Su- 
preme Court bent to the storm in sustain- 
ing as constitutional by an almost equally 
divided vote an unprecedented exercise of 
legislative power. “Can such things be, 
and overcome us as a summer cloud, with- 
out our special wonder?” 


Significance of Class Rule 


ie is gratifying to add that, when a sec- 
ond attempt was made some months later 
to force, under the threat of a nationwide 
strike, the passage of an act, the Plumb law, 
which would have largely taken from the 
owners of railway securities their own prop- 
erty, both the President and the Congress, 
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without division of party and with a gratify- 
ing unanimity, refused to surrender to the 
arrogant demand. In America—thank God! 
—the spirit of free. government is not yet 
dead. 

Who, however, can underestimate the 
peril? If the labor leaders who control 
mining and transportation can deny to the 
people coal and; food, unless their arbitrary 
demands are met, there is an end of free 
government. And yet when a brave attor- 
ney-general said this a year ago during the 
shop crafts strike, he was rewarded by 
sneers. 

Such attempted subversions of consti- 
tuted authority recall the solemn warning 
of George Washington in the Farewell 
Address, and, as I quote them, perceive 
the extraordinary aptness of his language 
to present conditions: 

“All obstructions to the execution of 
the laws, all combinations and associa- 
tions, under whatever plausible charac- 
ter, with the real design to direct, con- 
trol, counteract or awe the regular 
deliberation and action of the ccnsti- 
tuted authorities, are destructive of this 
fundamental principle and of fatal ten- 
dency. ... 

“However, combinations or associa- 
tions of the above description may now 
and then answer popular ends, they 
are likely in the course of time and 
things to become potent engines by which 
cunning, ambitious and unprincipled men 
will be enabled to subvert the power of 
the people, and to usurp for themselves 
the reins of government, destroying af- 
terwards the very engines which have 
lifted them to unjust dominion.” 


Danger of Radicalism 


HO can deny that, in recent years, our 

country has witnessed such “obstruc- 
tions to the execution of the laws,” such 
“combinations and associations” designed 
“to direct, control, counteract or awe the 
regular deliberation and actions of the con- 
stituted authorities?” 

I have dwelt upon the disintegrating 
tendencies of direct action, whether by or- 
ganizations of capital or labor, as it seems 
to me the most serious menace to the per- 
petuity of our Constitution.’ When this era 
is seen by a later age in the perspective of 
history I am not sure that future genera- 
tions may not recognize that the most por- 
tentous discovery in political science of the 
nineteenth century was the recognition by 
large and important combinations of men 
of the fact that their power to control the 
community by the duress of a nation-wide 
control of the necessities of life, as com- 
pared to the political power of the ballot 
box, was as a 42 centimeter gun to a toy 
pistol. Nothing is more striking than the 
decay of belief in many countries in the 
ballot box, or in the legislative assemblies 
through this medium. The whole world 
seems to be in the throes of revolution— 
in Italy, revolution, followed by counter- 
revolution, with a resultant beneficent dic- 
tator, to preserve this historic nation from 
communism, a military dictator in Spain, 
class war in Bulgaria, the threat of civil 
war in Germany and Cuba, the Cromwell- 
ian attitude of an Oklahoma Governor, are 
current illustrations of the world-wide re- 
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volt against the political state and the dis- 
position of individuls or classes to take 
matters into their own hands, not through 
the ballot box but through violence. 

How can we affirm with confidence that 
the waves of revolution may not reach our 
own country? It is true that its prosperity 
and the fact that the blessings of life ar« 
more generally diffused among our peo- 
ple than in any other country is not a 
fruitful soil for the spirit of revolt in 
America, where every man is a capitalist 
even if he does not recognize it, but wil! 
our smug prosperity always prove a sufti- 
cient bulwark against Bolshevism? 


Is It Safe to Ignore? 


fF it safe to ignore the moral poison that 
is being slowly injected into the veins of 
America by the world-wide movement of 
Communism which has its source in Mos- 
cow and Petrograd? It may yet appear 
that the turning point in modern history 
was when England and the United States 
refused to join with France shortly after 
the Armistice in redeeming Russia from 
the cold-blooded tyranny of Lenine and 
Trotsky. As long as these two bloody dic- 
tators, in comparison with whom Marat, 
Robespierre and Danton were compara- 
tively respectable, govern the destinies of 
that: hapless people and with their stolen 
booty attempt to poison the peoples of 
other countries, a dark shadow rests upon 
the whole world. 

Since 1919 a well organized Communist 
party has existed in this country, whose 
avowed aim is to overthrow the govern- 
ment by force or violence. It is well 
financed by the soviet government. The 
last two years have witnessed a remarkable 
and portentous growth in its activities. 

The agencies used to propagate the bale- 
ful ideas of the Third Internationale have 
even reached into some of our schools and 
colleges. There are now published in this 
country 567 radical papers which are 
printed in 26 languages, and what is more 
significant, 352 are printed in foreign coun- 
tries. It is believed that their joint circu- 
lation in this country is not less than one 
million issues a day, and I am reliably in- 
formed that a sum of over $400,000 was 
sent from Moscow for use this year in 
aligning the negro portion of our popula- 
tion with the Third Internationale. While 
attempts at open violence would promise 
little success, an incalculable injury can be 
done to this country by the widely circu- 
lated proposals to follow the Ca’canny pol- 
icy of taking wages but shirking work. 

It is fortunate indeed that the greatest la- 
bor organization in this country has set its 
face against the Bolshevist faction in its 
ranks and is waging a praiseworthy fight 
against an increasing minority who would 
convert the American labor movement into 
one of communistic tendencies. 

The federal government has not been 
indifferent to the spread of such propa- 
ganda and only the past week the attorney- 
general has taken steps by cooperation with 
the State authorities to establish a more 
effective supervision of the revolutionary 
and criminal elements in this country. 

Nor is the next Congress likely to be 
indifferent to the danger which too many 
men have hitherto minimized. I am in- 
formed that two bills will be introduced— 
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one to register all aliens in the country, and 
the other to make it a crime to conspire to 
overthrow the national government by force 
and violence. Today it may be doubted 
whether there is any specific federal statute 
which enables the federal authorities to ar- 
rest an alien even though he is carrying a 
bomb to blow up a custom house. The regis- 
tration of aliens, if adopted, will probably 
cause a speedy and welcome hegira of alien 
Communists who are now under cover and 
who are ceaselessly plotting day and night 
to destroy the ordered principles of liberty 
for which the Constitution stands. It may 
‘be that this peril is unduly exaggerated, but 
it is well to exaggerate, for forewarned is 
forearmed. 


Have We Retrograded 


HERE is, however, a larger considera- 

tion which time does not permit me to 
do more than suggest, and it applies to all 
classes of the American people. We at- 
tribute a magical effect to the Constitution 
of the United States. We think that the 
document by its own inherent power has 
controlled the destinies of the American 
people. The fact is that the charter, no 
matter how wise its provisions were in 
theory, would have been a failure if there 
had not been a people with a sufficient 
genius for free government to maintain its 
principles. Other nations have had nobly 
conceived constitutions, but they became 
mere scraps of paper because the people 
for whom they were intended did not have 
‘a sufficient sense of constitutional morality 
to make them effective. A constitution is 
valueless unless a people has the spirit of 
self-restraint. 

The serious question presents _ itself 
whether the American people, upon whom 
the maintenance of the Constitution must 
finally depend, have the same capacity for 
self-government and self-restraint as pre- 
vious generations. 

I have elsewhere discussed and will not 
now repeat my own somewhat pessimistic 
‘belief that our hyper-mechanical civiliza- 
tion has resulted in a marked deterioration 
in human character. Man, as the citizen, 
the worker, the head of the family, the 


(*)The Constitution of thé United States by James 
M. Beck. Published by George H. Doran, 244 
Madison Ave., New York. 
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thinker, and above all, as the responsible 
moral being, seems to me to have retro- 
graded in my lifetime. 

To insure the perpetuity of any form of 
government three conditions must exist. 
In the first place the people must take an 
active and militant interest in the opera- 
tions of free government, for eternal vigi- 
lance is, as always, the price of liberty. 
Today at many elections one-half of the 
electorate does not even take enough in- 
terest to vote. The old-time militant ac- 
tivities of the citizens belonging to two 
strong, powerful political parties has 
largely spent its force. Recall the cam- 
paign of 1880, when the only issue was a 
high and a low tariff; remember the inces- 
sant activities of the two great parties be- 
tween the nominating conventions and the 
election; recall the countless thousands of 
meetings that were held nightly through- 
out the land; the great party organizations 
which in our large cities marched as great 
armies in defense of their principles; and 
then recall in recent times the scant interest 
that was taken by the American people in 
so prodigious a problem as the League of 
Nations, which, whatever its merits—and I 
express no opinion—involved the stupendous 
question of the attitude of the United 
States to the rest of the world in the try- 
ing years to come. 

In the second place the people must take 
an intelligent interest in politics and 1 
gravely doubt whether there is today the 
same clarity of vision that marked our 
political life even fifty years ago. Man to- 
day has engulfed himself in an ocean of 
printer’s ink and he has so lost his sense 
of values that the average man has what I 
would call a moving picture brain, which 
retains only momentary impressions about 
anything, and, if this were not bad enough, 
the universal disease which afflicts all of 
us is a St. Vitus dance, which is fatal to 
repose of mind or consistency of action. 


Mankind’s Problem 


VW the third place, if free government 
is to function, men must have a deep 
and abiding respect akin to a religious feel- 
ing for the authority of the State, and the 
willingness to subordinate his own views 
to the common good. Without this spirit 
of self-restraint, democracy, or, indeed, 
any form of government is unworkable. 
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Today the power of the State in this and 
every country is at its lowest ebb. Never 
was there a time when men were more dis- 
posed to take the law into their own hands, 
not for the common good, but to serve 
selfish interests of individuals or classes. 
This revolt against authority is a world- 
wide phenomenon and as time does not 
permit me to do more than suggest it, may 
I suggest to any one who is interested in 
this phase of this question, that if he will 
read my lectures on the Constitution which 
I delivered at Gray’s Inn, London, last 
summer and this summer, he will there find 
in the chapter entitled “The Revolt Against 
Authority” a more careful discussion of a 
question which, in my judgment, is the 
greatest that now confronts thinking men.* 

In this period of popular fermentation, 
the end of which no man can predict, the 
Constitution of the United States, with its 
fine equilibrium between efficient power 
and individual liberty, still remains the 
best hope of the world. If it should per- 
ish, the cause of true democracy would re- 
ceive a fatal wound and the best hopes of 
mankind would be irreparably disap- 
pointed. 

Are not these “the times that try men’s 
souls?” Certainly, they should, to use Tom 
Paine’s fine phrase, “try our souls,” but 
few give heed to the portentous signs of 
the times. 

The situation is strikingly similar to that 
April morning of 1787, when Washington 
entered the city of Philadelphia to gather 
about him a few faithful adherents to re- 
store law and order. 

Can we do better than to imitate his 
spirit? 

Shall we not raise the standard that he 
then raised? 

Ought not men of all parties, who love 
this country and believe in its past as well 
as its future, unite in the same spirit, to 
which Washington gave utterance at the 
beginning of the great convention, when he 
so nobly said: 

“It is too probable that no plan that 
we propose will be adopted. Perhaps 
another dreadful conflict is to be sus- 
tained. If, to please the people, we offer 
what we ourselves disapprove, how can 
we afterwards defend our work? Let 
us raise a standard to which the wise and 
just can repair. The event is in the 
hand of God.” 


Golf Tournament at Atlantic City 


M. SHERMAN, of the State Bank, 
* New York City, won the St. Louis cup 
for low gross score, at the golf tourna- 
ment held at Atlantic City during the con- 
vention. He and L. M. Watts, assistant 
‘cashier, First National Bank, St. Louis, Mo., 
were tied at 77 and in the play-off both 
again had 77 for the round. They agreed 
to continue the match until the hole was 
won. On the first five extra holes both 
had par on each hole and on the sixth extra 
hole, Mr. Watts failed to sink a short putt 
and lost the match. The cup must be won 
three times to be retained permanently. 
Third place was won by J. D. Harrison, 
vice-president, Citizens National Bank, Bal- 
‘timore, with a score of 79. Both he and Mr. 
‘Watts also won silver cups. 


In the race fom the three silver cups for 
the three lowest net scores the following 
were tied: 


Gross Handi- 
Score cap 
Harry J. Haas, vice-president, 
First National Bank, Phila- 
delphia 82 14 68 
Walter K. Hardt, vice-presi- 
dent, Fourth Street National 
Bank, Philadelphia 84 15 69 
H. Faweett, Assistant 
Cashier, First National Bank, 
Pittsburgh 97 27 70 
S. H. Hadley, cashier, Mc- 
Dowell National Bank, 
Sharon, Pa. 83 12 71 
E. R. Rooney, vice-president, 
First National Bank, Boston 87 16 71 
Wm. Heuer, president, Union 
Davenport Trust & Savings 
Bank, Davenport, Iowa 16 71 


In the play-off the three prizes were won 
with the following scores: 


Gross Handi- 


W. H. Faweett 
Walter K. Hardt 
Harry J. Haas 


H. A. Foster, Provident Life and Trust 
Co., Philadelphia, won a sterling silver cup 
for the blind bogey prize. 

The matches were played at the Seaview 
Golf Club. 

The cups were presented to the winners 
at a dinner at the Hotel Traymore, Atlan- 
tic City, Friday evening September 28. 


Score cap Net 

27 71 

14 76 


Bankers for the Reserve System 


“We Are Standing Too Close to the Problem to See It 
Discussion on Par-Collection and the Bank’s 


in Its Entirety.” 
The Latter, One Speaker Reminded the Convention, 


Reserve. 


Works for the Bank. Why So Many State Banks Are Not In. 


E are going to lend to those 

of our country who value 

our experience a disimpas- 

sioned expression of what we 
believe that system has done for us, mak- 
ing suggestions in regard to what we think 
may be improvements in the system, hop- 
ing in every way to be constructive in what 
we have to say.” 

In the foregoing words President John 
H. Puelicher opened the forum on the Fed- 
eral Reserve System during the Convention 
of the American Bankers Association at 
Atlantic City. 

The scene was impressive. A gathering 
of thousands of bankers—the leaders from 
practically every important city and section 
of the Nation—men rich in financial ex- 
perience, pronounced in ability, close to the 
needs and problems of all the industries of 
their cities, from the great corporations 
employing armies down to the hand in- 
dustries, where one or two men gain a live- 
lihood—close also to the heart throbs of 
the homes—assembled to consider with open 
minds the merits and the defects of the 
Federal Reserve System. The importance 
of the occasion rises far above the limita- 
tions of a class convention, because what- 
ever changes the currency. system, for bet- 
ter or for worse, immediately influences the 
value of everyone’s holding and bears di- 
rectly upon every one’s employment. The 
presentation of the experiences of this great 
body with the operation of the Federal Re- 
serve System was, therefore, vital to the 
System, and in turn to the Nation’s busi- 
ness. If the System were unsound in any 
essential part, the weakness must, of neces- 
sity, have been laid bare in this forum, pro- 
ducing many reactions detrimental to bank- 
ing and to all business. The speakers par- 
ticipating were, with one exception, positive 
in their statements, testifying to its supreme 
value to business. There were suggestions 
for the improvement of operations under it 
and for getting more banks into it, but no 
suggestion which could be construed as 
tolerating any attempt to get along without 
a central banking system. 

The first speaker was Craig B. Hazle- 
wood, vice-president of the Union Trust 
Co. of Chicago, who said: 

“I doubt that even as bankers we fully 
realize what a magnificent financial struc- 
ture we have in the Federal Reserve Sys- 
tem. No central banking system now, nor 
in the history of the world, compares with 
this in point of resources, in currency-is- 
suing power, or in ability to control busi- 
ness activity that needs restraint or inac- 
tivity that needs stimulation. 

“After but nine years of service it has 
amassed over $5,000,000,000 of assets. The 
combined resources of the central banks 


of England, France and Italy are but 70 
per cent of this total. It holds, at least, 
30 per cent of the world’s gold supply. 
Behind it is a wonderful record of achieve- 
ment through a World War, an inflation 
period of dizzy heights and months of se- 
rious and costly liquidation. 

“Faults of administration there have been, 
as in any human institution. In relation, 
however, to its big concepts, to the broad 
economic principles written into its law 
by the framers of the act itself, there can 
be no question of its success; success in 
the best interests of the Government, the 
banks and the public alike. Consider in 
bold outline what we have accomplished: 

“First, given to the Nation an elastic cur- 
rency system, which we had been without 
for fifty years. That this is so is proven 
by the simple statement that never before 
in the history of the country did we have 
a credit panic anywhere near the magni- 
tude of that of 1919 and 1920, without at 
the same time suffering a currency panic. 

“Second, we concentrated the bank re- 
serves of the Nation in the hands of the 
System, available for loans to member 
banks, whenever needed, in any part of 
the country. We have reduced our own cur- 
rency reserves too till money and our non- 
interest bearing balances with the Federal 
Reserve banks, free of uncollected funds 
and subject to definite percentage require- 
ments, but available for instant use by draft 
or wire transfer, representing a truer and 
more scientifie reserve than we have ever 
had before. 

“Third, through the operation of the 
collection system we have greatly reduced 
the average time in collecting the average 
check. In the case of a typical large bank 
this reduction has been from 3.71 days be- 
fore the Federal Reserve System as against 
2.59 days at present. If this be an average 
saving for all member banks then the total 
saving on $600,000,000 of floating checks in 
process of collection through the Federal 
Reserve System would be in the neighbor- 
hood of $15,000,000 per annum. This is a 
saving on account of the increased turn- 
over of a bank check and has nothing to 
do with the elimination of exchange charges 
on checks collected through the Federal Re- 
serve System. As to that the Federal Re- 
serve Act states member banks may collect 
checks at par through the System and, on 
the other hand, member banks must remit 
at par to the System. This is equitable and 
sound. The act also states that checks on 
non-member banks may also be collected 
through the Federal Reserve System, if they 
can be collected at par, and only so. The 
Supreme Court of the United States has 
said that every non-member bank has an 
unqualified right to elect whether it will 
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remit at par to the Federal Reserve Banks. 
This is also equitable and sound. The at- 
tempt that was made to enforce par col- 
lection on non-member banks of this coun- 
try by bureaucratic methods was unsound, 
un-American and, in my judgment, a blun- 
der which has cost the loss of much good- 
will toward the System on the part of city 
and country member and non-member banks 
alike. Happily this has been stopped. Bank- 
ers of all classes can now consider the ad- 
vantages of the collection system without 
prejudice and on the ground of the saving 
of time and labor it can effect for the 
banking and business world. 

“Fourth, the Federal Reserve System has 
given the government a fiscal agency and 
a depository of maximum usefulness. The 
war loan service of the System was of in- 
calculable value to our government. 


Machinery Was New 


IFTH, the System has performed the 
function of a central bank in the 
mobilization and direction of bank credit. 
It is regarding the manner in which these 
functions were performed in the panic of 
1919 and 1920 that most of the criticism 
of the System has been directed. The ma- 
chinery was new and undoubtedly was stiff 
in many of its parts. The facts were, how- 
ever, that the System loaned the banks of 
the country a total of $2,826,000,000 at the 
peak point and that these loans were made 
when needed to the limit of capacity of 
the System, and in many cases without ref- 
erence to so-called basic lines of credit. 
“The banks in agricultural districts were 
borrowing 99.2 per cent of their basic line, in 
semi-agricultural districts were borrowing 
71.9 per cent of their basic line, and in 
non-agricultural districts were borrowing 
only 65.2 per cent of their basic line. The 
country districts were not badly treated. 
Furthermore, whatever criticism there may 
be due the Federal Reserve Board for not 
having put on the brakes soon enough, and 
however true it may be that bank loans 
were increased when reserve requirements 
were reduced, it still must be said in all 
fairness that neither the System, nor the 
Board, nor the individual banks were ac- 
tually responsible for the inflated condition 
in which the Nation and, for that matter, 
~ Ege world found itself in the year of 
“The Federal Reserve System deserves 
our support. It must have it. Most of its 
critics are honest and sincere, and some 
look with hungry eyes on the possibilities 
of patronage and profit which seem to be 
procurable in its administration. Political 
criticism need give us little concern as long 
as this does not actually evertuate in emo- 
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tional legislation. Political influences are 
dangerous when applied to secure political 
power and patronage. If such influences may 
find their way to the inside of the manage- 
ment, particularly to the board, they may 
materially weaken the entire structure. The 
amendment to the Federal Reserve Act, in- 
cluding a ‘dirt farmer,’ may have brought 
the System no harm, but the intent is dan- 
gerous. It is dangerous because no special 
line of business activity or class of citizens 
should need special representation on the 
Board. Rather the System should be man- 
aged entirely in the interest of the country, 
as a whole, and the Government. 


Personnel of the Board 


66 EN most qualified to sit on the 

Board are not attracted to it if the 
office is subject to political change. Already 
in nine years the turnover in the personnel 
of the Board has been much too high. Only 
two men have served continuously from the 
first, and the term of office is supposed to be 
ten years. We have had four secretaries 
of the Treasury and three comptrollers. 
There have been four counsels of the Board 
and four secretaries. 

“Appointment to the Board should be 
made from a picked list of men, who by 
experience, knowledge and patriotism should 
be best qualified to serve. The Governor 
of the Board should be elected by its own 
membership. The functions of the Comp- 
troller of the Currency should be consoli- 
dated with those of the Federal Reserve 
Board, thus giving national banks one ex- 
amination and one reporting agency instead 
of two. 

“The history of the first and second United 
States banks is dim to us after 100 years, 
but I ask you to note that the first bank 
of the United States failed to obtain a 
renewal of its charter in 1811, its opponents 
charging that the bank was a ‘money trust,’ 
controlled by foreigners, a tool in the hands 
of the Federalists, and that the act charter- 
ing the bank was unconstitutional. 

“Note the use of the words ‘money trust.’ 
We have the idea that this is a modern 
term. The suspicions which animate the 
demagogue of today have not changed in a 
century. 

“Further, I call your attention to the 
fact that the second bank of the United 
States was chartered in 1816 and failed to 
obtain a renewal of its charter in 1831, the 
reasons as given by a noted authority being 
a widespread belief that the bank was un- 
constitutional, the hostility of the States, the 
opposition of the State banks, the rise of 
democracy, and the envy and hatred which 
the poor always feel toward the rich. 

Both banks functioned well and accom- 
plished much for the country during crucial 
times. The downfall of both was caused 
simply and solely by attempts to place the 
determination of banking policies in the 
heads of political authorities. 

The delicate handling of currency and 
credit to serve the’ best interests of all, with 
special privilege to none, cannot be left to 
those who are not competent through proven 
judgment and experience. The danger of 
politics in the Federal Reserve System is 
a real one, and upon us, as bankers, is 
placed the grave responsibility of forever 
keeping the great System clean. 


“The establishment of the Federal Re- 
serve System represents the greatest piece 
of economic legislation enacted by an 
American Congress. Every country which 
is remodeling or is creating a banking sys- 
tem is copying it. 

“The test of good citizenship lies in the 
loyalty and courage with which we support 
the laws and institutions of our country. 
We may criticise in detail, we may feel 
our individual prerogatives slightly im- 
paired, but our duty to business, commerce 
and banking points to such changes as will 
perfect, but not obstruct, the System. Pa- 
triotism won the war, and patriotism will 
carry on the Federal Reserve System.” 


George H. Bell 


EORGE H. BELL, cashier, Planters 
Bank & Trust Co., Nashville, Ark., 
followed Mr. Hazlewood: 

Mr. Bell: No man with any knowledge 
of finance will dispute the service to our 
country since 1914 of the Federal Reserve 
System—I might add to the whole civilized 
world—for the financial strength of Amer- 
ica has been the saving of our civilization. 
The concentration of bank reserves and 
the machinery for expansion and contrac- 
tion of our currency has benefited every 
class of business in the United States. The 
fear, ever present before the creation of 
the system, that the time might be nigh 
when funds on deposit would not be avail- 
able in cash, has evaporated in the light of 
the confidence in which the Federal Re- 
serve System is now held. This feeling of 
security has tended to stabilize bank de- 
posits; consequently credit has been stabil- 
ized. 

In the brief time I have allotted to me 
it will be impossible to more than mention 
the very great merits and the alleged de- 
fects of the Federal Reserve System. 
Having been a country banker since the 
year 1902, it is quite natural that I should 
be well acquainted with the viewpoint of 
the country bankers upon this Federal Re- 
serve System, and what I am going to say 
is more in the nature of a report on the 
objections I have heard rather than ar- 
guments which I individually might make. 

I have always felt that the Federal Re- 
serve System was so important that even 
the non-member bank should hesitate to 
openly criticize it, because of the probabil- 
ity that such criticism would be misunder- 
stood and furnish arguments for those 
persons who are by nature destructive in 
their activities. Originally designed as a 
servant of the national banking system, the 
Federal Reserve System is admirably 
adapted to that intended use. Many are 
the problems of the reserve city banks that 
the Federal Reserve System has solved for 
them. Decreased reserves with an increase 
in profits and an attractive 6 per cent in- 
vestment in the stock of the Federal Re- 
serve Bank has largely eliminated a costly 
transit department and made the farmer’s 
check par for the customers of the city 
bank. The Federal Reserve banks stand 
ready with credit in time of need. Gone 
are the days of competition of one city 
bank with another in their race for the 
longest par list. Life is sweeter for the 
customers of the city banks; credit is more 
easily obtainable when most needed; an- 
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noying collection charges on country checks 
have disappeared. 

I have been an interested spectator of 
the development of the Federal Reserve 
System. I have seen the city bank “made 
safe” for the country bank. I have seen a 
system created that makes a gold dollar 
do the work of more than two. I have 
seen a world war financed promptly and 
lavishly. I have seen country bankers sur- 
render the exchange on their checks. I 
shall never forget the period of deflation 
and discontent. I have listened with in- 
tense interest to the complaints of the 
country bankers and the plaudits of the city 
bankers. 

Since the year 1920 we have as a people 
gone through a readjustment in values that 
has been costly and has promoted discon- 
tent in all lines of business. The Amer- 
ican banker has not escaped his full share 
of troubles during this period. There has 
been the tendency to rebel against the 
growing exactions of the Government, both 
in the line of taxation and regulation. 
This rebellious spirit has not been confined 
to the country. bankers of the United 
States. The Federal Reserve System, be- 
ing a creation under the laws of our na- 
tional government, and controlled by men 
nominated and appointed by our Chief Ex- 
ecutive, if it were entirely blameless, must 
naturally come in for its share of criticism 
along with all governmental agencies. 


Worth Any Sacrifice 


| has always been my idea that the Fed- 
eral Reserve System has been worth any 


necessary sacrifice on the part of the bank- 


ers of the United States. While I am not 
here representing the country bankers, be~ 
ing only one of them, I believe that the 
majority of them will agree with this idea. 
The whole trouble arises over what should 
be considered necessary sacrifices. The 
country banks contend that par clearance 
is not an essential, or even a legal, func- 
tion of the Federal Reserve System. The 
Supreme Court of the United States seems 
to have agreed with them in principle. 
City bankers contend that exchange on a 
bank’s own checks is immoral and that par 
clearance benefits even the banks which 
have surrendered this source of revenue. 
Unfortunately the Federal Reserve Board, 
under the construction of the law as they 
view it, has been compelled to take issue 
on this question, and has to the extent of 
its power—which is large—energetically in- 
augurated a par clearance system with no 
regard whatever for the individual opinion 
of the non-member banks affected. The re- 
grettable thing is that controversies of this 
kind, being in the nature of a family row, 
attract the attention of the neighbors, and it 
has done the reputation of the banking busi- 
ness no good and has injured the standing 
and prestige of the Federal Reserve Board 


-throughout the country. There have been 


too few defenders of the policies of the 
Federal Reserve banks. The country 
banks admit their selfish interest and ac- 
cuse the Federal Reserve System of serv- 
ing only the interest of the city banks and 
their customers. The city bankers are, for 
the most part, silent on the subject when 
talking with a country correspondent, but 
full of good argument and courage in 
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clearing house and Federal Reserve Board 
meetings. The country banker wants no 
quarrel with the man who sometimes lends 
him a great deal of money; consequently 
blames the Federal Reserve Board for all 
of his troubles, even in conversations with 
his own customers. 

Deposits of the non-member State banks 
amount to approximately twenty billions of 
dollars. The member banks of the Federal 
Reserve System have about twenty-four 
billions in deposits. According to the Au- 
gust bulletin of the Federal Reserve Sys- 
tem 1634 State banks are now members 
of the Federal Reserve System out of a 
total of 22,084 State banks. I have heard 
the argument that if all eligible State 
banks joined the system the present re- 
quirement of gold reserve of the Federal 
Reserve banks would prove embarrassing, 
if not disastrous, to the financial fabric of 
the country. It is essential to the safety 
and prosperity of our country if we are to 
have two great banking systems—the State 
and National—that all troubles and dif- 
ferences be eliminated, that harmony and 
cooperation be the rule, that the Federal 
Reserve Board and the system be accorded 
the respect of both member and non-mem- 
ber bankers. It should be that a small 
banker, who is usually a business pioneer, 
could feel that those in authority count him 
as a part of our financial system and that 
his rights, granted by his State, will be re- 
spected and his chance for success be equal 
before the law with that of bankers more 
prosperously situated. 

The Federal Reserve Board and the 
Federal Reserve banks should be so 
manned and conducted as to be a guaran- 
tee to all men of the impartial operation 
under the law of the greatest financial sys- 
tem the world has ever seen. I am say- 
ing this without any intention to criticize 
those men who are now in authority or 
their predecessors. The fact is that there 
has been, and there are now in progress, 
very damaging criticisms and _ attacks 
against the Federal Reserve System. 


If Already Perfect 


AM more concerned with the present 

state of affairs than with the past his- 
tory of these matters. Most of the laws 
of any self-governing people are the re- 
sults of compromise; any creation of man 
or nature, if not progressing or growing, is 
already dying. It is quite possible that the 
Federal Reserve System cannot be im- 
proved upon. If it be already perfect, it is 
now time that the tongue of slander be 
hushed and criticisms and attacks be elimi- 
nated. If it be not the perfect servant of 
the financial fabric of our country it is de- 
signed to be, it is time that all parties inter- 
ested join in a sincere effort to make it so. 
Any permanent ‘solution is impossible if 
the non-member State bank is ignored. 
The System should not be a political foot- 
ball, and the law should be so clear that 
legal battles should be unnecessary. 

If the two banking systems, state and 
national, are to exist and give the service 
to which the public is entitled, each must 
operate under the laws of its creators— 
the state governments and the national 
government. If that be the program, the 
country national bank will be at a decided 
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disadvantage, and will in time cease to 
be a national bank. Any part of the na- 
tional law or the regulations of the System 
that would interfere with the legal rights 
of the state bank will mean the continua- 
tion of discontent. Should the Federal 
Reserve System be broadened to include in 
its membership all banks, both great and 
small, it will be the work of all interested 
parties. This seems to me to be not an 
impossible thing. It is in my memory that 
this very American Bankers Association 
was not always friendly to the idea of the 
Federal Reserve System, and now we are 
extravagant in our praise. Time heals 
many wounds. A sincere effort toward 
settling such matters, conducted patiently 
and diplomatically, cannot fail to bring 
good results. It will be the job of the 
clearing house bankers and the coun- 
try bankers to work out some agreed 
program. 


Settlements 


T would be unfortunate if the Federal Re- 

serve Board attempted to settle the mat- 
ter. Perhaps the situation would be more 
pleasant today if the Federal Reserve 
Board, however sincere its motives have 
been, had not antagonized the non-member 
country banker by inaugurating par clear- 
ance before the meaning of the law was 
interpreted by the Supreme Court of the 
United States. The board would have had 
ample justification in arranging for a court 
decision, because the law cannot be inter- 
preted as making mandatory a par clear- 
ance system without ignoring accompany- 
ing phrases which are in contradiction. 
The temper of the board on this question 
is clearly revealed by its prompt ruling, 
outlawing and refusing to handle checks 
even signed by a non-parring bank, al- 
though the check be drawn on a member 
bank and payable to a member bank, ex- 
cept there be an exchange charge of ten 
cents per hundred paid to the Federal Re- 
serve bank. 

The fact that the twelve Federal Reserve 
Banks are owned by the member banks in 
each district cannot be overlooked. Such 
controversies, if continued, will bring more 
damage to the Federal Reserve System 
than to the country banker, because the 
country banker is closer to his audience, 
and. the American public in its present re- 
bellious state of mind seems to welcome 
any new argument or reasons for its dis- 
satisfaction with the present state of af- 
fairs. Upon whom the responsibility for 
this situation should rest is an easy ques- 
tion to answer. It rests with the member 
banks and non-member banks alike. The 
banking business is not strongly enough en- 
trenched to ignore public opinion, or to be 
impervious to the attacks of politicians 
seeking a winning issue. 

The remedy for this situation lies in 
the appointment of a commission by the 
president of this association, composed of 
member and non-member bankers, who 
would undertake, after investigation, to 
submit a recommendation to Congress, 
which, when it became a part of the law, 
would make its meaning so clear that the 
possibility of controversy would be en- 
tirely removed. The rules and regulations 
of the Federal Reserve Board should be 
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numerous enough to provide for the effi- 
cient operation of the Federal Reserve 
banks, but few enough to remove any sus- 
picion of over-regulation. Their attitude 
toward the American business man should 
be one of a servant instead of a master. 

I doubt if the average American citizen 
will ever entirely cease to be a rebel. The 
fact that he is an American sovereign | 
hope will never be forgotten. He is just 
now in a state of mental rebellion against 
too much government. It may be that 
time will eliminate the many points of fric- 
tion, but this process will mean the gradual 
change of the characteristics of the Amer- 
ican citizen and the wearing down of the 
individualism of our national life, in sup- 
planting the love of independence with a 
desire for orders and rules. There ar¢ 
many reasons to doubt that this will be the 
case. It is much safer to return to the 
fundamentals of life and to adhere to th« 
one rule which makes life sweeter and 
easier: “Do unto others as you would that 
others do unto you.” 


Recalled the Panics 


H. BROUGHAM, President, Corn 

@ Exchange Bank, Kansas City, Mo.: I 
did not come to give evidence in regard to 
the provisions of the Federal Reserve Sys- 
tem, but I thought if this system is to be 
tried by a jury and this meeting is to be 
the jury, that I would say a word for this 
system before the greatest jury that ever 
assembled on earth. 

I have been a friend of the Federal Re- 
serve System ever since the day that the 
great Missourian Reed unfolded its beau- 
ties and asserted its provisions before the 
United States Senate. I do not believe 
that it is seriously on trial on this occasion, 
but I believe that it has already been tried 
and found efficient. 

Senator Reed told the people that this 
measure would obviate panics, and I 
thought then and there that anything, any 
provision, any law or system that would 
obviate panics in the United States would 
be of a great and everlasting benefit to the 
country. 

I have in mind the two greatest panics 
that ever occurred in America: In 1836 a 
panic that I think was brought on alto- 
gether for political power, but I had per- 
sonal experiences with the panic of ’73— 
one of the most wonderful storms that ever 
swept this or any other country. 

One morning about ten o’clock a dis- 
patch was sent throughout this country 
that the firm of Jay Cook & Company, the 
men who had assisted in carrying this 
country through the greatest war that ever 
existed, failed to open its doors. 

In two hours there was not a bank door 
open in America. <A dollar could not be 
borrowed anywhere. Everything was in a 
state of chaos. This panic was not brought 
on for political power. 


An Asset in Jeopardy 


U H. McCARTER, president of the 
¢ Fidelity Union Trust Co. of Newark, 
N. Je: 


“It is not my purpose to discuss the mer- 
its and disadvantages of the Federal Reserve 
System as applied to our business, but 


October, 1923 


rather to bring to the attention of the 
members of this Association, and particu- 
larly those of us who are known as coun- 
try members, that one of the chief assets in 
the membership of that Association is in 
jeopardy. 

“I refer to that portion of the Federal 
Reserve System under which the non-cash 
items, notes and drafts are collected by 
the Federal Reserve Banks in the various 
districts. 

“I am credibly informed and confidently 
believe that there is a consistent, persistent 
and, I am afraid, an effective propaganda 
being carried on by our friends, the city 
banker, on the members of the Federal Re- 
serve Board, to the end that that collection 
system, which we believe to be a great asset 
in our membership in the System should 
be done away with. Then the country bank- 
ers, particularly, should be forced back to 
the pre-Federal Reserve time and make our 
collections through our correspondent banks 
in the Reserve cities. 

“One of the chief assets to us in our 
membership in the Federal Reserve System 
was the reduction in the amount of re- 
serves that we should be compelled to 
carry, and if we go back to the old system, 
we either must pay collection charges, or 
we must keep compensating balances with 
our collecting agencies. 

“It is my belief, gentlemen of the coun- 
try banks, that unless we raise our voice 
at once against this attempt on the part of 
the city banks, that we will be forced back 
to the time before the Federal Reserve Sys- 
tem was inaugurated, and to collect our 
non-cash items as we had to in those days. 

“Tt is argued by those who favor this 
plan that when we receive items from the 
Federal Reserve bank, and are forced to 
collect them all over the towns in which 
we reside, we are not compensated there- 
for. I am informed that at least that is 
not so, that at least 25 per cent of those 
who do this work for the Federal Reserve 
bank receive compensation therefor, and 
to show you what proportion of the banks 
of the New York District, with which I 
am connected, are using this System, I would 
advise you that 83 per cent of the New York 
District are availing themselves of this op- 
portunity. 

“TY, therefore, urge upon you, if I am 
right in my belief that we are approaching 
a menace, that you arouse yourselves and 
see to it that the Federal Reserve Board at 
least hear your side of the story.” 


Andrew J. Frame 


NDREW J. FRAME, chairman of the 

board, Waukesha National Bank, Wau- 
kesha, Wis. : 
; “Some 8000 national banks had no choice. 
Che command came in 1913 in effect—join 
the System or surrender your charters, The 
great central banks joined willingly be- 
cause their profits were materially increased, 
and most of the small banks, rather than 
stand material costs in reorganization into 
the State bank systems, reluctantly swal- 
lowed the pill. 
_“It is approximately ten years since the 
Federal Reserve System became operative; 
State banks have been importuned con- 
Stantly, and to our mind unstatesmanlike 
methods have been pursued to coerce them 
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to join, and yet approximately but a small 
fraction have joined out of the thousands 
eligible. Why? 

“The answer seems very simple. I de- 
sire it distinctly understood that for many 
years I have openly pleaded for some great 
central bank of banks, to be sustained at 
least by the larger banks of the nation 
by mobilization of a reasonable, but not 
an unreasonable part of their reserves as 
now arbitrarily enforced, to the end: 

“First, that calamitous cash suspension 
of banks, as in 1873-93 and 1907, should 
not occur again. 

“Second, that any central bank should 
be our servant and not our master or 
monopolizer at any time; measures for re- 
lief and not for profit. 

“No. 1 has accomplished its great mis- 
sion, as all sound economists expected. It 
has done no more than European central 
banks without the coercive measures, here 
resented. 

“No. 2 contains germs of dissatisfaction, 
for example: 

“As the requirements for capital (now 
about $109,000,000) pay 6 per cent annually 
to members, few object. 

“Under compulsion the member banks 
have now on deposit in Federal Reserve 
banks (on which no interest is paid) the 
enormous sum of, say, $1,850,000,000. 

“Surplus funds (all go to the Govern- 
ment under the misnomer of ‘Franchise 
Tax,’ say $220,000,000. 

“Total without income to member banks, 
$2,070,000,000. 

“This vast sum exceeds all the cash held 
by all the banks in the United States in 
1914 by over $400,000,000. It also exceeds 
the total capital stock of all the member 
banks by hundreds of millions. 

“But who contributes these colossal re- 
serves? The New York, Chicago and St. 
Louis Central Reserve banks that held 25 
per cent of deposits in cash, before the Re- 
serve System was inaugurated, now hold 
approximately but 2 per cent of deposits in 
cash; reserves in Federal Reserve banks, 
13 per cent of deposits in cash, and the bal- 
ance of 10 per cent or more than $500,000,- 
000 released cash is loaned to the public, 
thus giving those banks from $25,000,000 
to $30,000,000 increased profits annually. Per 
contra. As the country State banks for- 
merly held, say, 4 per cent of deposits in 
cash (6 per cent in nationals), which can- 
not conservatively be materially reduced, 
it seems clear that the 12,000 and over eligi- 
ble State banks fairly concluded not to con- 
tribute, from income-producing sources, vast 
sums additional, none of which will ever 
be needed for relief. 

“The par collection of checks has abso- 
lutely nothing to do with the true functions 
of reserve banks, and yet through compul- 
sion of national and largely through reluc- 
tant consent of State banks, the smaller 
banks of the country are mulched out of, 
say, $100,000,000 annually. We do not count 
an additional $94,000,000, which would doubt- 
less be remitted at par because the accounts 
justified from remittances. If this is a “tax 
of commerce,” then post office orders, ex- 
press, all transportation, all trade, all indus- 
try for reasonable profit is ‘a tax on com- 
merce.’ 

“Ts not the true diagnosis of this case 


summed up in the righteous decision of 
12,000 State banks that they will not con- 
sent to an injustice which robs them of 
say, $100,000,000 annually, all for the bene- 
fit of the rich in the great centers? 

“Do the Federal Reserve banks advocate 
branch banking which will, as proved in 
Canada and threatens California and other 
States, ‘put 30,000 independent banks out 
of business,’ or do they use their power to 
sustain the best banking systems the world 
ever knew? A gleam of hope lies in fifteen 
applications in California lately refused by 
the Federal Reserve Bank. 

“The Federal Reserve banks started with 
twelve districts. They have added some 
twenty-five branches—the last one in Cuba, 
and if there, why not throughout the isles 
of the sea? All competing more and more 
with members who furnish the cash. Judge 
Cochran of the United States District Court 
in Kentucky, in a decision on par collection 
of checks, is quoted as saying in part, that 
H. A. Magee, traveling representative of 
the Federal Reserve bank of Cleveland, 
testified: ‘In the next five years there would 
be no small banks.’ As we have not seen 
any denial in the press, this statement must 
have given great concern to the independent 
banks of the nation. For these reasons 
alone, criticism for refusal to join seems 
unfair. 


Constructive Suggestions 


66 S war has ceased, as the Federal Re- 

serve banks now hold, say, $3,250-, 
000,000 cash, and should not enter into com- 
petition with its own members in any field, 
why should 12,000 banks be coerced into 
locking up hundreds of millions more, while 
like sums can be released to the over- 
burdened bank members, and still have 
ample funds to cope with any emergency? 
To our mind gross inequity reigns. We 
repeat, we firmly believe in the underlying 
proper functioning of the Federal Reserve 
banks, and it would be a calamity if, through 
causes similar to those which destroyed the 
old United States Bank, that another Andrew 
Jackson should arise and destroy the Fed- 
eral Reserve System. We say amend, but 
do not destroy.” 


E. C. McDougal 


C. McDOUGAL, president of 
the Marine Trust Co. of Buffalo: 

“I am going to ignore these controver- 
sial subjects; they are open questions, and 
there is a great deal to be said on both 
sides. They are vital questions to many 
of you, but in talking about these contro- 
versial subjects, we are very apt to over- 
look the most important function of the 
Federal Reserve bank. 

“Tt is of great benefit that we have a 
re-discount system that can take care of us, 
but that is not the principal function; it 
is of the utmost benefit that we have a 
system that can mobilize the gold of this 
country, but that is not the most important 
function. The par-collection of checks is a 
question of argument, but that is not the 
most important function, We are all for- 
getting what is the most important function. 

“One of the speakers said that there 
would be no more panics. I do not think that 
the speaker who said that or the gentleman 
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who quoted it meant to say that there would 
be no panics of any kind. We may have 
bank panics (although I doubt it), but 
we will have no more monetary panics, be- 
cause there will always be a supply of good 
currency available. That is the most im- 
portant function of the Federal Reserve 
System, and you must not forget that you 
have got to be careful in authorizing loans 
and investments by the Federal Reserve 
System. Its investments should’ be liquid. 
That is the danger of giving special facili- 
ties to any particular class or having spe- 
cial accommodations. It is not because of 
the financial accommodations in the way of 
credits that they may get; it is because 
in the operations you will get into the as- 
sets of the Federal Reserve System less 
liquid assets upon which to base your cur- 
rency, and the currency is the life-blood 
of your country. Every workingman who 
carries a dollar in his pocket, every man 
who has a dollar in the savings bank, should 
realize that the currency must be right or 
nothing is right. 

“We have heard nothing about that today, 
and as a rule you will not hear it. You talk 
about par collections and about credits to 
the farmers and credits to this man and 
the other man. You forget the most im- 
portant thing, and you cannot give a bet- 
ter illustration than Germany. Where is 
Germany’s currency? When currency is 
gone, you have nothing else. 

“It is of vital importance that the Federal 
Reserve System should be kept liquid to 
give the United States of America the cur- 
rency that it needs and must have.” 


H. M. DeMott 


M. DE MOTT, president of Mechan- 
¢ ics Bank, Brooklyn: 

“I would not in any way disturb the pres- 
ent reserve requirements, whether they be 
seven, ten, or thirteen, in your respective 
cities; but I would suggest that a certain 
percentage of cash carried in the vault, 
which is unproductive, be counted as a cer- 
tain portion of your reserve requirements. 

“In speaking on the subject of reserve 
carried by member banks of the Federal 
Reserve System, I wish to call attention 
to what I regard as the injustice of mem- 
ber banks not being permitted to count as 
reserve against their deposits actual cash 
carried in their vaults. 

“In banks money makes money. That is 
the working medium of all financial institu- 
tions. When money is tied up, hence in- 
active, banks are losing their main produc- 
tive medium. Under the present system the 
cash maintained by the respective banking 
institutions has not value as a reserve re- 
quirement, and consequently lies dormant 
without any earning power whatsover. If, 
on the other hand, cash could be considered 
as reserve, it would release this large sum 
of money which would immediately be avail- 
able for loans to manufacturers, farmers, 
business men in general and home build- 
ers, and have a stimulating effect upon 
business and become a source of revenue 
to our banking institutions. 

“We believe the present method to be 
an injustice, as it works a hardship upon 
all institutions, particularly those maintain- 
ing a number of branch banks. And it 


does directly affect even the smallest of 
the member banks, 

“While it is true that credit maintained 
at the Federal Reserve Bank can be con- 
verted into currency if sufficient time is 
afforded, the fact cannot be disputed that 
in time of stress, the actual currency in 
vaults is the most liquid reserve. Two- 
thirds to three-quarters of the currency of 
the banking institutions is represented by 
Federal Reserve currency, and it does seem 
inconsistent that demand obligations of the 
Federal Reserve Bank, such as these, can- 
not be counted as an offset against deposits. 

“T, therefore, urge the American Bankers 
Association to pass suitable resolutions re- 
questing that an amendment to the Federal 
Reserve Act be provided, permitting mem- 
ber banks to count as reserve the actual cash 
carried in their vaults.” 


Howard I. Shepherd 


OWARD I. SHEPHERD, vice-presi- 
dent of the Guardian Trust & Savings 
Bank, Cleveland: 

“T am led to give some figures from the 
experience of the Fourth Federal Reserve 
District during the fall of 1920 in answer to 
a certain criticism that has been broad- 
casted to the effect that the Federal Re- 
serve System does not lend itself directly 
to the alleviation of the problems of the 
farmer. 

“On Oct. 9, 1920, the Fourth Federal Re- 
serve District, which is a manufacturing 
district, was for all of its needs asking its 
district bank to discount but $88,000,000 of 
paper, while on the same day it was dis- 
counting for the reserve banks in the crop- 
moving districts, namely, Minneapolis, Chi- 
cago, St. Louis, Dallas and Atlanta, $150,- 
000,000. 

“On that same day practically those same 
districts, namely, the crop-moving districts, 
were calling upon Philadelphia, Boston, San 
Francisco and Cleveland, for $267,000,000, 
and that money was going directly to the 
alleviation of the farmer’s problem, the 
moving and the handling of crops. Those 
acts are going on without the knowledge 
of the public. 

“I also want to call attention to what I 
think is the answer to a large extent to 
the question asked by the gentleman from 
Waukesha as to why banks are not join- 
ing the system? I think I see in it some- 
thing of the same answer that produced a 
lack of quorum in the first constitutional 
convention. We are standing too close to 
the problem to see it in its entirety. A 
proper perspective of this system modified 
as it may be perhaps in some of its details, 
is eventually going to bring to its support 
and into its membership the rank and file of 
the banks of the United States. 

“T believe the Federal Reserve bank takes 
its place along with the constitution of 
the United States as one of the institutions 
that the citizenship of this country should 
stand behind and defend in no uncertain 
terms. 

“There is no organization in America 
that is more ramifying than is the American 
Bankers Association, and if there is any 
one thing that we should go away from 
this convention convinced of, it is that we 
will not tolerate any discussion that has 
for its intention the undermining of the 
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fundamental principles of the Federal Re- 
serve Bank. 

“The country is gradually becoming 
aware of the spread. of an insidious an- 
tagonism to our American institutions and 
is also becoming fully aware that the 
origin of that antagonism is not American. 

“Tf I might go one step further back 
than the date of the Declaration of Inde- 
pendence, July 4, 1776, and say to you that 
it was on May 1, 1776, (I think it was 
in Bavaria) in the organization of what 
was then known as the ‘Illuminata,’ was 
the beginning of that institutional propa- 
ganda which is today directing itself against 
the basic institutions of this country, and 
its proponants still openly celebrate May 1 
in memory of that day. Its foundation is 
unrest; its next step is an appreciation 
of a class distinction and its ultimate pur- 
pose is class hatred. 

“Tf the artisan laborer is discontented, it 
reaches him. If the farmer is discontented, 
it reaches out to him, and the farmer today 
is allowing himself to be influenced by this 
propaganda. 

“There are many problems needing ad- 
justment, but their solution is economic 
and does not lie in the vagaries of political 
trumpery. The principles of the Federal 
Reserve Act are sound; our banking sys- 
tem is sound; the agricultural facilities 
of the country are sound, and the Ameri- 
can Bankers Association can do as much, 
if not more, than any other association in 
the country, to keep them sound and to 
work out the problems that are interfering 
with the happy and orderly cooperation 
between them.” 


O. Howard Wolfe 


HOWARD WOLFE, cashier of the 
¢@Philadelphia National Bank, Phila- 
delphia : 

“Some reference has been made here 
that part of the opposition to the Federal 
Reserve System from country bankers is 
due to the fact that interest is not paid on 
Federal Reserve balances, or that money 
is required to be kept in your vault, and 
does not count as reserve. 

“Most of us overlook the fact that when 
your balance in the Federal Reserve Bank 
is reserve, it is working for you, because 
you must have reserve. The money you 
have got invested in your vault or build- 
ing is working for you even though it 
returns no interest, because you must have 
a building and you must have a vault. So 
if you are going to have a successful bank- 
ing system you must have reserve. When 
it is reserve it is earning you something 
whether or not it is in the shape of interest. 

“The opposition to the Federal Reserve 
is largely centered about this par collec- 
tion item that Mr. McDougal has referred 
to. Without wishing at this time to offer 
you arguments, I want to point out in just 
a few minutes some of the facts in defense 
of the collection system that we are apt to 
overlook. 

“First. That it is not a fair thing to 
charge against the Federal Reserve Act 
par collections. The theory that collection 
should be at par for the best interest of 
the bankers as well as the business pub- 
lic did not originate with the Federal Re- 
serve Act. 
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“As long ago as 1899 (I think it was 
even before that) the Boston Clearing 
House instituted and developed a par clear- 
ance system for New England. That was 
followed by Kansas City and in different 
places throughout the entire United States. 
The movement was well under way be- 
fore there was written into the Federal Re- 
serve Act something which provided that 
all checks should be collected at par, at least 
in theory. 

“If the opponents of the Federal Reserve 
collection system should succeed in killing it, 
I venture to suggest that banks in the old 
reserve cities, through clearing house or in- 
dividual action in self-defense, will take such 
action as will prevent a recurrence to old 
collection methods. 

“Second. The collection by Federal Re- 
serve Banks cannot be divorced from the 
reserve provisions of the Federal Reserve 
Act. Unless national banks can again con- 
sider balances carried with other national 
banks as reserve, then we cannot go back 
to the old method of check colle-tion with- 
out making the cost prohibitive to country 
banks. 

“Third. The statement that some 20,000 
banks are not members of the System be- 
cause of the check collection provision is 
not in accordance with the facts. There 
were in round numbers only 10,000 national 
banks before the Federal Reserve Act 
was passed. Did you ever hear anybody 
say that there are only 10,000 national 
banks in the country and 20,000 State 
banks and we should, therefore, abandon 
the national bank system? 


Why State Banks Are Out 


667T HE reason these State banks are not 

members is not hard to understand. 
Under the State laws they have a privilege 
which nobody can blame them for availing 
themselves of, by which every check, no 
matter where payable in the United States, 
becomes instant reserve the moment they 
charge it against their city correspondent. 
By the perpetuation of that system, which 
I am not going to attack, you have given 
to them a privilege which naturally they 
are not going to forego. That is why I 
think at least 19,000 out of the 20,000 banks 
are not members of the Federal Reserve 
System. 

“Finally we must remember that no mat- 
ter under what system you collect checks 
there is only one way in which a country 
bank can profit in exchange and that is 
they must charge more than the average. 
When the average used to be a tenth of 
one per cent many years ago, these same 
country banks charged a quarter. When 
the average rate went to a tenth . they 
charged an eighth. When it got to be par, 
they want a tenth of one per cent. Where? 
Just in those sections where they have al- 
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ways charged more than other sections 
charged, namely, the South and the North- 
west. I think we will see a continuation 
of the opposition to par collections as long 
as those particular banks can profit by 
charging more than the rest of us charge.” 


N. S. Calhoun 


S. CALHOUN, vice-president of the 
* Bank of Maysville, Ky.: 

“It is a mistaken idea that country banks 
do not like the par collection idea. We 
have found that we wouid rather have our 
customers’ checks cleared at par than get 
the little profit we would get by taking off 
a tenth of one per cent. That is not an 
objection. 

“One of the speakers before me stated an 
objection, which amounts to considerable to 
country banks. They want the cash in 
their vaults counted as reserve. Some of 
the States have made their own laws more 
favorable to non-member banks. That is 
one reason they do not go in. 

“In my State we are required to have the 
same reserve for non-member banks as 
they would have if they were in the system. 
One-third of that reserve must be kept in 
cash. You can keep it all in cash if you 
want to, but they must count what they 
have in the vault. 


“Another reason is that the float of a 
non-member bank is counted in his reserve. 
When he sends a check to his city corre- 
spondent, he counts that in his reserve for 
that day. Non-member country banks can- 
not do that and he has a lot of items out 
for which he can not get credit in his re- 
serve requirements. If he happens to get 


under the line he is penalized, and it makes 
it expensive for him. 

“It occurs to me that the city correspond- 
ents of the country banks can do more to 
get the non-member banks in line than any- 
body else. The average country banker 
looks to the city banker for all kinds of 
advice. If there is a concerted effort on 
the part of the city banks to bring in 
country non-members it will have wonder- 
ful results. 

“T do not think that interest should be 
paid on balances by Federal Reserve banks 
when the balances get beyond the legal re- 
quirement. We do not want to build up 
too much cash in the Federal Reserve 
banks, but they should pay interest on the 
balances that the member banks are re- 
quired to keep on hand in the Federal Re- 
serve bank.” 

The discussions were characterized by 
great earnestness and were marked by an 
evident desire not to impair or undermine 
the Federal Reserve system, but to visual- 
ize the usefulness of a central bank and 
to make suggestions for the improvement 
of the system. 

To all bankers who listened to the ad- 
dresses, the Federal Reserve forum will 
be long remembered as a convention fea- 
ture of great utility. 

To Messrs. Hazlewood and Bell who 
opened the forum, an allotment of fifteen 
minutes each was made; to other speakers 
five minutes each were allowed. 

It is believed the opinions expressed dur- 
ing the forum will be of value to the Con- 
gressional committee charged with the duty 
of ascertaining why more banks are not 
members of the system. , 
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School Savings Systems 


By THOMAS F. WALLACE 


Treas., Farmers-Mechanics Savings Bank of Minneapolis 


Attempts to Introduce Commercialism to School Banking 


Found to Cause Loss of Interest. 


Accounts Cannot Be for ° 


Families, as Children Regard Them With Individual Pride. 
Advantages of Having But One Such Bank in Each Community. 


CHOOL savings banking in our 

public education institutions has now 

reached a point where it has ceased 

to be classed as an educational fad or 
an economic experiment and is recognized 
as a factor of growing importance. How- 
ever, its succes has brought some tempta- 
tion to depart from its early ideals and 
substitute the goal of present material 
gain. 

The purpose in the minds of those who 
first introduced and advocated school sav- 
ings banking was not only to inculcate 
in’ the minds of school children by pre- 
cept, but through practice to found sound 
thrift principles. So prominent was the 
idea that one of the chief obstacles to their 
progress was the difficulty of interesting 
banks sufficiently so that they would under- 
take the responsibility and incur the ex- 
pense necessary to install and conduct such 
systems. 

Now that the school savings bank is a 
success, there is no longer a difficulty, and 
banks in ever increasing numbers are en- 
thusiastically cooperating in carrying on 
the work. Results, as shown by reports, 
have been most encouraging. 


Thrift education means: 


Ist. The training of the individual not only to 
become a self-sustaining member of society but so 
that he will in time be able and willing to repay 
to society at least a part of the debt he owes it. 


2nd. The development of self-control to such an 
extent that he will be willing to sacrifice the grati- 
fication of trivial present desires to attain greater 
permanent good. 

3rd. The acquisition of sufficient knowledge to 
know how to spend wisely. 


An Underlying Virtue 


HRIFT is not the greatest of virtues, 

but underlies the practice of most of the 
cardinal attributes, whether they pertain 
to the individual, society, or the State. If, 
then, the education of the child in thrift 
is one of the high ideals to be cherished 
in our schools savings systems, it is self- 
evident that school savings should have 
a place and official recognition in the edu- 
cational programs of our public schools. 
The teachers as well as the scholars should 
be made to feel the importance of educa- 
tion along these lines and both should re- 
ceive from superintendents and boards of 
education due recognition for excellence 
in this department. But if bankers demand 
recognition of the importance of thrift 


education, it is equally incumbent on them 
to maintain high ideals in management and 
control of the practical side, collection, 
safekeeping and scrupulously correct ac- 
counting of all sums deposited. 


No Immediate Profit 


co can never be accomplished if 
banks in any community seek to derive 
direct commercial profit from such deposits 
er strive to make what should always be 
a child’s school savings account and noth- 
ing else a convenient depositary for the 
family savings. Many specious arguments 
could be advanced to show that the latter 
course aids in inducing habits of saving 
in other members of the family, but the 
fact remains that if the thrill of individu- 
ality is lost you have departed from the 
true purpose and have placed emphasis on 
something else which, worthy as it may be, 
has no place in school savings banking. 
Again, introducing commercial gain into 
school savings in place of education of 
the child, departs from the ideals of the 
founders, endangering the entire plan. 
This is very real and various companies 
and agencies organized for the purpose 
of installing certain special systems and 
selling certain equipment in connection 
with school savings is making this more 
acute every year because of the emphasis 
they put on the purely commercial side. 


The bank should not engage in this work 
primarily for the extra deposits it brings. 
If so, the essence of the work is lost. 
The bank should be doing it for the sake 
of the boys and girls, so that the next 
generation may be composed of the right 
kind of men and women. Into this con- 
sideration of immediate additional financial 
gain the institution does not enter. 


No mere method or system can assure 
success. The task is not simple and the 
expense is heavy if properly performed, 
for experienced workers, intelligent in- 
spiration and intense loyalty to ideals are 
required. Even when the plan is officially 
endorsed by the educational authorities, 
the depositary bank must help to inspire 
teacher and scholars. Bankers or educa- 
tors who believe that a school savings 
system can be operated without constant 
personal stimulation by someone so inter- 
ested as to find pleasure in detail and 
drudgery are mistaken. 

Whole-hearted cooperation from teach- 
ers cannot be secured if they suspect that 
the interest of the depositary bank is 
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largely material. More efficient operation 
and better supervision result when one 
bank in a city asumes entire charge rather 
than where a number jointly attempt the 
task. This is especially true where one 
bank has assumed the responsibility and 
financial burden of early years of opera- 
tion and has already achieved a considerable 
degress of success. 


Total Now $9,600,000 


r a recent survey of forty cities having 
populations of from 30,000 to 35,000, 
where school savings systems are being 
conducted, thirty-four were operating with 
control in a single bank. In three of the 
remaining six, located in the South, there 
were but two banks operating, one for 
the white children and one for the colored. 
The remaining three cities in this list 
where more than one bank conducted school 
savings, stand at or near the foot of the 
list. 

Plural operation alwost invariably tends 
to develop jealousy and commercial rivalry 
with respect to the sum of deposits col- 
lected by each bank and, owing to the 
varying degrees of importance attached to 
the system by various institutions, makes 
the establishment of a common standard 
of efficiency practically impossible. In ad- 
dition it introduces financial politics into 
the school boards, and despite sincere en- 
deavors to overcome these handicaps they 
cannot fail to hamper and jeopardize the 
true success of the plan and lower the 
enthusiasm and loyalty of the teachers in 
carrying on their part of the work. 

Nor can the same quality of personnel, 
sufficiency of equipment, or intelligent and 
harmonious supervision be expected in 
these circumstances. School savings are 
now operated in connection with our pub- 
lic schools in more than 489 towns and 
cities in the United States, operating in 
6884 buildings, and school children now 
have on deposit through the medium of 
this agency more than $9,600,000. 

It is urged that nothing be allowed to 
lower the high ideals which have actuated 
those banks which were pioneers in this 
movement or allow direct material gain 
or plural management to tarnish the record 
of achievement already made. There is 
a greater possible achievement in the 
future in the sound education of our youth 
in thrift. 


~ 


Trust Company Division 


P resident Theodore G. Smith’s Address. Bankers Must 


Guard Federal Reserve System. 
Practical Idealism That Characterizes the Nation. 


The Division as an Example of 


Plan of 


Vice-Presidents for Publicity. Trust Companies’ Resources. 


HE trust companies of the United 

States plainly are becoming stronger 

and more firmly entrenched in pub- 

lic confidence day by day, President 
Theodore G. Smith of the Trust Company 
Division declared in the President’s annual 
address opening the 
Division’s _confer- 
ence. 

Vice- President 
Evans Woollen 
sketched the year’s 
activity of the Di- 
vision. 

“We are 
close to the activi- 
ties of the trust 
companies,” said 
President Smith, 
“are bound to be 
convinced of their 
exceptional value, 
especially as power- 
ful agencies for the 
conservation and de- 
velopment. of 
wealth, much of 
which would be dis- 
sipated in the ab- 
sence of such trained 
and _ disinterested 
guardianship: 

Today the prob- 
lems and_ require- 
ments of our great 
corporations are 
such as can best be 
met by utilizing the 
intensive service 
which has been es- 
tablished in the 
highly organized 
trust companies. 

“It seems to me 
the Trust Company 
Division is a real 
example of that ad- 
mirable, practical 
idealism by which 
this Nation is char- 
acterized, and _ its 
methods and ser- 
vice constitute a not- 
ably high type of 
cooperative effort. 
By getting together 
and working side by 
side in harmony, we 
have been able to re- 
move existing or 
threatening evils, 
improve the charac- 
ter of our service, 
broaden its field, in- 
crease its revenues 


and quicken the spirit of all who share in 
this cooperation. 

The United States is the most pros- 
perous of all nations, yet we are 
menaced by the voice of the _ pes- 


simist, the discordant note of the radical 


EVANS WOOLLEN 


President, Fletcher Savings and Trust Co., Indianapolis, New President of Trust 


Company Division 
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and the hand of the destructive agitator. 

“We have domestic problems, but they 
are problems born of prosperity and 
not adversity, yet many of the solutions 
offered are so devised as to strike at the 
very vitals of our Government and our 
cherished institu- 
tions. 

“The banking sit- 
uation is sound, and 
funds have been 
ample at all times to 
meet the  require- 
ments of business. 
Business remains 
large, and the un- 
derlying basis 
for its continuation 
seems firm. Inven- 
tories are generally 
conservative, bank 
credit is not over 
extended, and ad- 
verse factors in the 
business and _ eco- 
nomic position are 
being discounted; 
yet there appears a 
mania for exchang- 
ing the tried and 
proved for the new 
and alluring. 

“Tt is time for us 
to take stock and 
examine well our 
foundations. Better 
to fit ourselves to 
grapple with the big 
problems of govern- 
ment, we ought to 
recur frequently to 
the fundamental 
principles on which 
this Government 
rests. 

“Never did a peo- 
ple have such lead- 
ers as did this coun- 
try in its founding. 
The immortals — 
Whshington, Jeffer- 
son, Hamilton, Mad- 
ison, Marshall and a 
score of other great 
men whom Provi- 
dence seemed to 
have raised for the 
purpose — inspired 
and created those 
institutions which 
have so successfully 
met all the tests of 
nearly a century and 
a half of our na- 
tional development. 


1 
— 
4 
aps 
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Courage Is Needed 


667T"HESE institutions have in every in- 

stance constituted our sure protection 
in periods of difficulty in the past and may 
be relied upon to carry us safely through 
those of the future, if we remain sternly 
jealous of their integrity and resist the 
interested efforts of those who are too often 
urging us to undertake policies which would 
weaken or destroy the foundation upon which 
these institutions stand. 

“I will not undertake to dwell upon all 
such policies or problems, but the menace 
with which bankers are particularly and 
intimately concerned is the danger of the 
Federal Reserve system coming more under 
political. control than under banking con- 
trol, and that the facilities of the system 
may be exploited by the dictates of political 
expediency rather than banking and business 
considerations. Human nature in money 
matters tends to express itself along the 
lines of least resistance. 

“The political. control of banking affairs 
would be a temptation to surrender to clam- 
ors for every kind of banking action which 
would conduce facilitation of business booms 
through inordinate expansion of credit and 
credit currency. 

“It takes courage as well as intelligence 
and experience to follow the lines of right 
reasoning and conscience in banking con- 
duct. It is too much to expect of politics, 
as we know politics, to exhibit such cour- 
age by taking counsel of banking and busi- 
ness intelligence and experience and follow it. 

“The best time to frustrate movements 
for the political domination of banking in 
the country is before they have gained much 
headway. 

“That time is NOW! There are no Ameri- 
cans so well qualified to inaugurate, lead 
and carry on the opposition to political un- 
wisdom in banking and monetary affairs as 
the bankers. They have for the most part 
deservedly earned and they hold the con- 
fidence of their communities. 


Bankers Must Lead 


66, F any changes are to be made in the 

Federal Reserve system, they should 
be made by practical bankers. Nothing 
could be more emphatically the business of 
bankers than whatever concerns the safe and 
sane conduct of this great system on whose 
proper functioning depend all the operations 
of the American industry and commerce, 
of production and distribution which are 
the terms of our prosperity. 

“Bankers, awake! You know the facts 
and the truth. Meet your responsibilities. 
The need for constructive leadership is call- 
ing as never before. 

“The Nation has just suffered a grievous 
loss in the death of a beloved leader, one 
who worthily maintained the highest tra- 
ditions of the Nation and was ardent in 
his admiration and respect for those princi- 
ples upon which the Government is estab- 
lished. We now realize, as perhaps we did 
not before, how completely he had won the 
confidence of our own people, as well as 
the good-will of the entire world. 

“This same confidence is being freely and 
generously given to his successor, a thor- 
ough American in the broadest and finest 
sense of the word. 


America,’ Mr. Coolidge says, ‘is built 
on faith in the individual, faith in his will 
and power to do right of his own accord, 
but equally is the determination that the 
individual shall be protected against what- 
ever faults may be brought against him. We 
believe in him not because of what he has, 
but what he is.’” 

“T can find no more fitting message than 
that of Senator Lodge in a recent address 
to the people of Massachusetts : 

“*Your advance, your achievements are 
all your own; the work of America has 
been to build and without classes, without 
differences of race or creed; it is the duty 
of all to stand close-knit together and 
simply as Americans to march forward. 
Give no ear to the plotters of destruction. 
We are a nation of builders and the dole- 
ful prophets of despair are not for us. Put 
your utmost trust in America.’ ” 


Midwinter Conference 


HE mid-winter conference in New York 
will open on Feb. 13 and extend through 
Feb. 14, it was announced. 

The following officers were elected for 
the year: President, Evans Woollen, presi- 
dent, Fletcher Savings and Trust Co., In- 
dianapolis; vice-president, Lucius Teter, 
president, Chicago Trust Co., Chicago; ex- 
ecutive committee (three-year term), J. N. 
Babcock, vice-president, Equitable Trust 
Co., New York; John B. Larner, president, 
Washington Loan & Trust Co., Washington, 
D. C.; W. S. McLucas, president, Commer- 
ce Trust Co., Kansas City; Frank P. Ken- 
nison, vice-president, Ohio Savings Bank 
and Trust Co., Toledo; A. C. Robinson, 
president, People’s Savings and Trust Co., 
Pittsburgh, Pa. 

Mr. Woollen said the division vice-presi- 
dents’ conference had agreed that all vice- 
presidents should make it a point to get all 
the publicity possible in their communities 
on trust matters and to spread the news of 
the proceedings of the convention. 

An effort, made in former years, but 
never with great determination, to get the 
State organizations to add trust divisions, 
will be among the specific aims of the vice- 
presidents this year, he said. 

Lucius Teter, president of the Chicago 
Trust Co. and chairman of the executive 
committee, reported on the committee’s five 
last meetings. At one of these the commit- 
tee decided on a suit to test section 226-C 
of the Revenue Act, and although the ad- 
ministrative committee of the association 
did not make the requested appropriation, 
“we had the nerve to go ahead with it, 
hoping that somehow we would have the 
money to pay for what we believe is a 
great service to all persons who deal in 
estates,” he reported. 

The executive committee, Mr. Teter said, 
has appointed special committees on inheri- 
tance tax and insurance trusts. 

The division unanimously adopted a reso- 
lution offered by the executive committee re- 
asserting the agreement made at the 1918 
meeting at Chicago to elect the association’s 
second vice-president from the Trust Com- 
pany Division on certain years. “We deem 
the observance of the agreement of vital 
importance,” the resolution said, “to the 
unity and integrity of the American Bank- 
ers Association.” 


Many problems of grave importance were 
handled by the committee on legislation. 
Chairman Henry M. Campbell being absent, 
the report was given by John C. Mechem of 
Chicago. He branded section 226-C of 
the Revenue Act as one of the most unjust 
and iniquitous of our present law, and 
said it was one of the main problems of 
the committee, which has been working 
closely with the Fiduciary Association and 
large trust companies of New York. He 
gave the history of the fight, still on in 
the courts, against the present interpretation 
of the law. He promised that, although the 
committee is still in doubt about the finan- 
cial support, it will do everything it can 
to bring the case to a successful conclu- 
sion. Personally, he favored continuing the 
test suit regardless of any action that might 
be taken relative to amending the act. 


Combatting Bills 


ATHAN D. PRINCE of Hartford, 

Conn., chairman of the committee on 
protective laws, outlined the committee’s 
fight against bills in State Legislatures 
harmful to the interests of trust companies. 
The work of protecting trust companies 
against the increasing radicalism in legisla- 
tive enactments requires constant vigilance. 
Hundreds of bills concerning trust com- 
panies are now introduced every year in 
State legislatures, and although 90 per cent 
of them never see daylight after they are 
sent to the committees, it is part of the 
committee’s work to watch the progress of 
them to safeguard trust companies, said 
Chairman Prince. A drastic proposal in 
one State encourages other States, hence 
the necessity of the most scrupulous watch- 
fulness. 

He urged members, particularly State vice- 
presidents, to see that proper legislative 
committees are appointed to assist in keep- 
ing the watch. 

The next speaker was Francis H. Sisson, 
chairman of the committee on publicity, 
whose address is printed elsewhere in this 
issue. 


Community Trusts 

prom” J. PARSONS, vice-president 

of the United States Mortgage and Trust 
Co. of New York, in his report as chair- 
man of the committee on community trusts, 
said there were forty-four community trusts 
in the United States and twenty-two of 
them have received gifts under wills, living 
trusts or in cash. Ten are doing active 
work, eight are distributing incomes and 
five have received gifts of more than a 
million dollars. The work, he said, has 
progressed in exact proportion to bankers’ 
appreciation and activity for this form of 
trust company service. Nothing ever hap- 
pens when a trust merely passes a resolu- 
tion, holds a couple of public meetings and 
sits back and waits, he pointed out. He 
favored the committee’s compilation of a 
pamphlet on the subject. 

A vigorous, respected man as director, 
public education and consistent publicity 
were urged by the speaker to stimulate 
trusts. 

William S. Miller of Chicago, chairman 
of the Committee on Cooperation with the 
Bar, told how his committee was ‘keeping 


(Continued on page 267) 
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Reparations and Order 


By FRANCIS H. SISSON 


Vice-President of the Guarantee Trust Company, New York 


Momentary Dramatic Incidents Tell European Story. 


Perilous Position and Threatening Revolutions. 


Liquidations 


of Hate and Debts. Italian and Austrian Pictures Not So Bleak. 
Soviet Will Last. There Is a Gradual Restoration of Order. 


HAVE just returned after two months 

of wandering through Europe in the 
hope of finding something in the way 

of inspiration or information which 
might be of profit in the work that we 
have in hand on this side of the Atlantic. 
I think if I were to give you my im- 
pression of the various countries in Europe, 
briefly, I might describe three dramatic 
events which happen to be the first things I 
saw in three great countries which I visited. 


I first went to England. As I was going 
to my hotel in London, the taxicab in 
which I was traveling was halted by a 
parade. I got out and looked at that 
parade and was interested to find that it 
was a parade of the unemployed. Thou- 
sands of England’s idle workers were 
parading the principal streets of London, 
carrying banners of the most radical sort, 
proclaming their right to labor, their right 
to share in capital, their right to doles, and 
their right to paternal assistance of all sorts 
in the hardships they were suffering. 


German Disruption 


HEY demanded governmental reforms 

of all sorts, and their protest against 
the existing order was voiced in that em- 
phatic and picturesque way which we so 
often see the Anglo-Saxon given to when 
his feelings are deeply stirred. Perhaps 
there is no place in the world where radical 
thought is so freely expressed as in Eng- 
land, as many of you know, and it found 
the fullest and freest expression that after- 
noon. 


I felt that there was a seething discon- 
tent at the economic conditions which bred 
that unemployment, which must be reckoned 
with not only by England but by the whole 
economic body. 

Then a few weeks later I went across to 
the Continent and I entered Germany by 
way of Hamburg. We were prevented 
from landing in Hamburg by strikes which 
were in progress in the city at that time, 
owing to food shortage and money short- 
age. It had been impossible for the print- 
ing presses of Germany to keep up with the 
demands for paper money, and in default 
of payment labor had gone on strike all 
over that part of Germany. 

The banks were issuing what were in 
effect clearing house certificates, seeking 
to stay the tide of discontent. and keep 
labor employed. Many of the industries 
issued their own I. O. U.’s in lieu of money, 
but even they were not well received. 


While France Parades 


HEN I landed in Hamburg finally, 

by indirect route, the first thing that 
greeted me was a terrific street riot in 
which six men were shot dead upon the 
principal streets of Hamburg and which 
ran on for some time before being finally 
stilled. 

There I had an expression of what was 
happening in Germany—economic disorder 
due to inflation and to economic mal-prac- 
tice of all sorts, riots, discontent, social 
and political unrest of the most serious 
nature which might be expressed in com- 
plete revolution at any moment. 

And then, after going down through 
middle Europe and visiting most of the 
countries in that section of Europe, I 
finally came to France. As I came in 
to Paris on a bright, sunny morning, my 
eyes were greeted with a magnificent 
parade of cavalry; military France, strong 
in her position and proud of it, parading 
to the world the supremacy of her great 
army and insisting to the world that she 
shall have her way, and that she shall 
collect for that which she believes she has 
suffered, and in which many of us have 
the fullest sympathy, of course. 


Europe in Throes 


"T HERE we have it—the unemployed in 
England, the rioting mobs in Germany, 
the marching cavalry in France. I think 
that pretty nearly expresses the situation 
as the casual traveler must see it as he 
journeys through those countries. We see 
this sharp conflict of interest and ambitions, 
these racial hatreds and animosities instead 
of decreasing, increasing. As one of our 
writers very well expressed it—“having 
fought a war to end war, we have ap- 
parently won a peace which has ended 
peace.” 

As another writer very well put it in 
one of the English papers one day: “It 
is very certain that Europe must liquidate 
her hates before she can possibly make 
any progress in liquidating her debts.” 

And so, in that atmosphere of ambition 
and hatred and racial animosity and eco- 
nomic chaos and strikes and riots and 
hunger, and by and by cold, we see Europe 
trying to struggle back to economic re- 
covery. 

Unless some solution of the problem is 
reached in the reasonably near future, I 
am willing to predict that you will see 
revolution and political and economic -chaos 
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in Europe before a great many months go 
by. 

Germany may then break up into several 
segments just as sure as we are all here. 
The prediction of those who have studied 
the situation at close range is that you 
will probably see a Bolshevistic and Com- 
munistic Prussia, a monarchy in Bavaria, 
and a republican Rhineland. What the 
future of that situation will be no man 
can foresee. 


Reassurance in Russia 


Bor fortunately the picture is not all 
black. There were some bright spots 
which were most reassuring. Austria, two 
years ago at the bottom of the ladder 
and in the slough of despond if ever a 
nation was, by reason of the stabilizing 
influence of its financial reformation and 
of a fairly stable currency, is well on its 
way toward commercial and financial and 
economic recovery. Its people are going 
about their duties again cheerfully and 
hopefully, feeling that they are resting 
upon a sound foundation under which they 
can function again as a business people. 

I had the privilege of talking to Dr. 
Zimmerman, the head of the commission 
which is now controlling the affairs of 
Austria, and found him quite hopeful of 
their future. 

Even in Bolshevik Russia we find strong, 
reassuring factors of which we can well 
take cognizance here. We can be reason- 
ably assured that the Soviet Government 
in one form or another has come to stay 
for an indefinite period, and while it has 
the intelligence to modify its economic pro- 
gram from time to time to meet world 
commercial and financial conditions, as a 
centralized power it is there to stay, I am 
sure. 

Under their dictatorship they are gradu- 
ally bringing order out of chaos and de- 
veloping Russia’s economic resources, Russia 
this year will have an exportable surplus of 
wheat, and exportable surpluses probably 
of furs and platinum, and maybe flax and 
some other things, with which they can es- 
tablish credits abroad for again engaging 
in world trade. 

Italy, too, under the strong hand of her 
dictator, has been making substantial 
progress. 


What Can America Do? 


N some of the lesser countries there 
has been a considerable recovery, but 
back of it all lies this problem of repara- 
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No. 3 of a series of talks on the 
means of testing an appraisal 


Appraisals without bias 


To be accurate and acceptable an appraisal must be made 
by an organization which is totally disinterested. 


This organization must not have any financial connections 
or affiliations which would tend to influence its disinterest- 
edness. Its point of view should not be distorted by the 
natural prejudices growing out of participation in other 
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discerned and interpreted by the concerted experience of 
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tions and the absolute necessity for the 
allied nations to agree upon some. program 
and to settle the question once and for all. 

As you go around the circle, again and 
again, you come to that one point of de- 
cision, that unless the reparations problem 
is settled, there will be no peace or per- 
manent order in Europe. 

What our part is to be in that situation 
it is hard to imagine. Certain it is that it 
vitally affects us. The situation there this 
year means a smaller purchasing power for 
our cotton and for our wheat and for our 
copper and for our manufactured products 
than we have known. Already the balance 
of trade is against us, and how far it will 
run with a decreasing purchasing power 
over there is, of course problematic, but 


it is reasonably certain that it is only a 
question of degree. 

So, it is our problem, and yet how to 
approach it is certainly puzzling to any 
American as he lives in the midst of it. 
Personally, I long thought some interna- 
tional agreement or some court, whatever 
you please to call it, was of vital necessity 
to the situation, but when you see the 
way in which such matters are scoffed at 
and ignored, when any particularly power- 
ful nation’s personal and immediate inter- 
est becomes involved, it makes you a bit 
skeptical of even that safeguard for the 
peace of the world. Perhaps it may justify 
itself as the only possible safeguard, but 
certain it is that it is not a complete one. 
And so we face this difficult situation cer- 
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tain that it is vital to us, and yet I must 
confess very uncertain as to how we can 
approach it or what service we can render. 


Solution Uncertain 


NE of my clever newspaper friends, 

whom I met in Paris, with whom | 
was discussing the situation one day, in a 
very rapid, sketchy and offhand newspaper 
way, said, “You want me to give you a pic- 
ture of Europe now? I will tell you what it 
is— the French cock crowing on a dung- 
hill.” While that may be a bit highly col 
ored, there are elements of truth in the 
description which we must recognize and 
which carry a distinct menace to the peace 
of the world and the restoration of world 
order. 

We are-certain our interests are deeply 
involved, but equally uncertain how we can 
approach and protect them. I have no 
solution to offer, but with all due humility 
I am glad to say that I thank God I live 
on this side of the Atlantic Ocean. 


Trust Company Publicity 


reporting for the Publicity Committe 
of the Trust Company Division, Mr. Sis- 
son said: 

“While the committee’s resources have 
not been as large as they wer in at least 
one previous year, nevertheless we feel 
that in some measure we have been abk 
to convince the public of the value of the 
human service rendered by the trust com- 
panies. The committee plans to solicit 
subscriptions on the basis of $25 minimum 
and $1,000 maximum, hoping for a much 
larger representation among the 1900 trust 
companies to whom our message is di- 
rected. We have already secured subscrip- 
tions from 220 trust companies for next 
year’s campaign. 


Work Already Done 


“1 AM not going into the details of either 
the finances or the mediums we have 
used. Of the $47,000 we hope to have re- 
ceived by the end of this year, we have 
already spent $32,000, and the balance re- 
mains yet to be spent during the latter 
months of the year. 

“We have received more than 11,000 in- 
quiries concerning trust service through 
the medium of this advertising. We have 
distributed hundreds of thousands of leat- 
lets and pamphlets, and we have dis- 
tributed our monthly bulletin effectively to 
the subscribing companies in a constantly 
increasing volume and with constantly in- 
creasing results to them. 

“We shall be delighted at any time to 
have suggestions or criticisms or coopera- 
tion, if you please, from any and all of 
the trust companies represented in the as- 
sociation, as we are quite conscious we 
have much to learn, and that only in com- 
munity of thought and counsel can we ex- 
pect to achieve anything like a high degree 
of efficiency. 

“Bear in mind that this may not always 
be reflected in immediate profit or in di- 
rectly increased business, but educational 
work can have no other result than the 
broadening of trust company service, the 
increasing of the public knowledge con- 
cerning it, and ultimately the public patron- 
age of it.” 
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Supervision of Savings Banking 


HE annual meeting of the Savings 
Bank Division was divided into four 
main events which, in the order of 
their consideration, were: 
pointment of the resolutions and nominating 
committees, addresses by Samuel H. Beach, 


Thomas F. Wallace, 
Allard Smith and 
W. R. Morehouse, 
reports of the vari- 
ous committees and 
the election of offi- 
cers. 

The Committee on 
Resolutions consisted 
of: J. W. B. Brand, 
chairman, Charles H. 
Deppe, S. M. Haw- 
ley, A. P. Howard 
and T. F. Wallace. 
The Committee on 
Nominations was 
composed of W. A. 
Sadd, chairman, and 
two past presidents 
of the divisions, Mr. 
Lersner and Mr. 
Strong. 

Mr. Wallace, who 
is treasurer of the 
Farmers and Me- 
chanics Savings 
Bank of Minneapo- 
lis, delivered an ad- 
dress on “School 
Savings Banking.” 
He was followed by 
Allard Smith, vice- 
president of the Un- 
ion Trust Co. of 
Cleveland, who 
spoke on “Industrial 
Savings Banking.” 
W. R. Morehouse, 
the next speaker, 
vice-president of the 
Security Trust & 
Savings Bank of 
Los Angeles, Cal., 
discussed ‘Newspa- 
per Advertising for 
Savings Deposits.” 
These addresses ap- 
pear elsewhere in 
this issue. 

The discussion of 
the topics of the 
speeches was led by 
Charles H. Deppe, 
vice-president of the 
Union Trust Co. of 
Cincinnati, Ohio. In 
addition to the points 
brought out by the 
speakers, it was ad- 


Should Be Under the Jurisdiction of the Banking Depart- 


ments and with Uniform Rules and Regulations. Division 


Will Cooperate with Other Forces to Stamp Out the Sale of 
Charles H. Deppe Chosen President. 


Fraudulent Securities. 


duced that, according to the fourth annual 
report on school savings banking, which is 
soon to be issued, it will be shown that 
practically 2,000,000 pupils are now partici- 
pating in the system, which is an increase of 
34 per cent as compared with last year, and 


The ap- 
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58 per cent as compared with 1921. 
total of the actual amounts on deposit last 
year was $9,618,000, as compared with $5,- 
775,000 in 1921 and $2,800,000 in 1920. The 
hope was also expressed at this time that 
the Post Office Department will not, through 


The 


its Postal Savings 
System, seek further 
to enter this field 
along these lines. 

Mr. Morehouse’s 
speech was also 
much discussed by 
the members. The 
question of publicity 
aroused the interest 
of a number present 
to the extent of in- 
quiries as to the best 
media and the forms 
of advertisements. 
Also the question of 
whether morning or 
evening newspapers 
were better. 

The Committee on 
Resolutions made its 
report through Mr. 
Brand, chairman. 
They were as fol- 
lows: 

“Whereas, it is the 
unanimous opinion 
of this Twenty- 
Second Annual 
Meeting of the Sav- 
ings Bank Division 
of the American 
Bankers Association 
that the extent and 
importance of sav- 
ings banking should 
be more generally 
appreciated by the 
public and even by 
bankers; be it 

“Resolved, that in- 
stitutions receiving 
savings deposits 
should be under the 
jurisdiction and su- 
pervision of banking 
departments with 
proper uniform rules 
and regulations, and 
such deposits should 
be invested in secu- 
tities of unquestion- 
able value and safe- 
ty; 

“Resolved, that 
this division will 
continue its active 
cooperation with 
other established 
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agencies, such as blue sky commissions, bet- 
ter business bureaus and commissions and 
the Investment Bankers Association in an 
effort to stamp out the sale of fraudulent 
securities ; 

“Resolved, that we note with gratification 
both the increase in the number of pupils 
who are participating in school savings bank- 
ing systems and the growing disposition on 
the part of educators and teachers to regard 
school savings banking as a definite and an 
important item in school curricula; 

“Resolved, that we commend the action 
of the executive committee of this division 
in placing before our membership a deti- 
nite plan of industrial savings banking.” 


Officers 


a report of the Committee on Nomina- 
tions, presented by Mr. Sadd, chairman, 
named: For president, Charles H. Deppe, 
vice-president of the Union Trust Co. of 
Cincinnati; for vice-president, Alvin P. 
Howard, vice-president of the Hibernia 
Bank and Trust Co. of New Orleans. As 
members of the Executive Committee to 
serve a three-year term: John H. Dexter, 
president of the Society of Savings, Cleve- 
land, Ohio; Charles J. Obermayer, presi- 
dent of the Greater New York Savings 
Bank, New York City; Edward B. Call, 
president Farmers Deposit Savings Bank, 
Pittsburgh; as members of the Executive 
Committee to serve a one-year term, Kent 
M. Andrew, cashier of the La Porte Sav- 
ings Bank of La Porte, Ind., and Charles 
L. Taylor, president of the Wilmington Sav- 
ings & Trust Co., Wilmington, N. C., which 
selections were elected by the secretary 
casting one ballot for the members. 

In the matter of school savings it was 
recommended that the savings banks under- 
taking this branch devote their activities 
solely to arousing the interest of the chil- 
dren themselves, and keep away from any 
alien features, even to allowing such ac- 
counts to become general’ depositaries for 


At the Atlantic City Convention—F. C. Driehorst, 
Bank, Wheeling, W. Va.; W. A. Driehorst, Vice-Pres. 
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the families. This, it was claimed, took 
away the child’s desire to make it larger 
through his own efforts, as his small de- 
posits were lost in the larger ones the wage- 
earners were able to put away. 

It was further recommended that such 
banks put away for the time being any 
hope of gain or profit from such accounts, 
looking rather to their paying in the way 
of a continued account when the child grows 
older, or in the advertisement it gives to 
those interested in the child. 

The Committee on Banking Facilities, 
composed of W. R. Morehouse, chairman, 
and Alvin P. Howard, Victor A. Lersner, 
vice-president of the Bowery Savings Bank, 
New York; Lawrence H. Whiting, president, 
Boulevard Bridge Bank, Chicago; Myron 
F. Converse, treasurer, Worcester (Mass. ) 
Five Cent Savings Bank, and A. S. Van 
Winkle, president of the Empire City Sav- 
ings Bank of New York City, has proposed 
a complete newspaper advertising service 
which will be sold to members at $10 for 
a set of sixty advertisements by the Sav- 
ings Bank Division. Each series of adver- 
tisements will be.exclusive to one bank in 
each community. 

During the year ended June 30, 1921, 26,- 
000,000 persons in this country had savings 
accounts in the aggregate sum of $16,618,- 
595,000. In the year following there was 
an increase of 4 per cent, bringing the ag- 
gregate of savings and time deposits up 
to $17,300,000,000, of whicn amount only 
$2,642,000 were time certificates and but 
$76,000,000 were postal savings. These sta- 
tistics were compiled by the Savings Bank 
Division, 


Purposes of Savings 


Liye the address by Allard Smith on “In- 
dustrial Savings Banking,” it was brought 
out that the reasons for saving advanced by 
industrial workers are many and_ varied. 
One husband and wife were saving to buy 
furniture for a new cottage. An unmarried 


Pres. Half Dollar Savings 
Fulton Bank and Trust Co., 


Wheeling, W. Va. 


October, 1923 
man was. saving to buy an automobile; a 
workman wanted to get together $1,500 to 
buy a home; a young woman wanted to 
save for her trousseau; a married man was 
saving to meet his life insurance premiums; 
one put away $15 a week to discharge a 
doctor’s and hospital bill; one man is de- 
positing $2 a week to educate his one-year- 
old son. A _ sixty-four-year-old sweeper, 
who cannot write his name, said he was 
saving money to buy a new suit. 

The question which raised the greatest 
amount of discussion, however, was that 
of publicity. After Mr. Morehouse’s ad- 
dress, the meeting was thrown open to gen- 
eral consideration, led by Mr. Deppe. Mr. 
Dinwiddie of Iowa described some cards 
which he had got out some time ago, with 
the idea of stimulating interest in his bank, 
with the result that he ran afoul of the 
United States Government and was forced 
to give up all of his postals. In relating this 
experience he said: “I got out a series of 
cards. The first one was ‘The Bank Sheds 
Interest Like a Duck’s Back Sheds Water.’ 
On one card I had a duck swimming in a 
storm. A companion card portrayed a few 
$100 bills with four single dollars sliding 
from them. I did not use the word dollars. 
The pictures looked like money, but it 
was a postal card system. 

“T had another one showing the dropping 
of dollar bills into a great pile of interest 
we had paid. That would have made a 
good moving picture. The Government 
commandeered my cards and destroyed 
them, insisting that I turn over the cards I 
had, with a penalty attached if I did not 
comply. Ever since that time, however, 
they have been allowing everyone else to 
do the same thing.” 

Mr. Morehouse was asked whether he had 
ever determined which days were best for 
newspaper advertising, and whether he pre- 
ferred evening or morning newspapers. In 
response he said: “We have given consid- 
erable attention to which days are best. 
We always avoid Monday for the reason 
that Monday’s paper is not usually very 
large, has not much news in it and prob- 
ably does not get as wide a reading. 

“We run practically every day in one 
paper,” he said, “using four altogether. 
Tuesday we will use one, Wednesday an- 
other, but never advertise on Saturday, 
because we close at noon and depositors 
cannot get in on that day. As between 
morning and evening papers, that is a local 
question. In some communities the morn- 
ing issue is the home sheet, in others some 
evening paper fulfils that need. In our 
case our home paper is published in the 
evening. We run advertisements in that 
right along when we wish to reach the 
women. 

“If your notice appears in a morning 
paper, persons reading it can get into the 
bank without waiting all night to decide 
whether they want to do business with you 
or some other bank. If they read an ad- 
vertisement at night, they may decide in 
the meanwhile to invest in something and 
set about it by morning. The morning pub- 
lication, therefore, has the advantage that 
depositors can make the deposit during 
banking hours. We do not use Sunday 
newspapers because there is too much ad- 
vertising in them to be effective. 


~ 


declared Waldo Newcomer in discussion of the prohibition question, but I 
must register profound regret that this sub- 
ject was introduced into the Constitution 
of the United States. The Constitution was 
intended to lay down the respective rights 


his address as president of the National 
Bank Division, “and it has been charged 
there is a deliberate Bolshevik influence 
working to increase the number of laws for 


the very purpose of 
having them so nu- 
merous that they 
cannot possibly be 
enforced, and thus 
the country be driven 
into a state of an- 
archy. Whether or 
not there is any- 
thing in this charge, 
the fact remains that 
the tendency to reg- 
ulate everything by 
law does have the 
effect of making the 
code so cumbersome 
that nobody can keep 
up with it and know 
whether the things 
they are doing are 
legal or illegal, and 
it does have the ef- 
fect of making peo- 
ple more and more 
contemptuous of law 
itself. 

“Every session of 
Congress puts out 
thousands of new 
laws, every State 
Legislature adds an 
unconscionable num- 
ber of State laws, 
and the municipali- 
ties are constantly 
passing ordinances. 
It is said that a New 
York policeman who 
is conscientiously de- 
termined to look out 
for infractions of 
all ordinances would 
be compelled to be 
familiar with the de- 
tails of 16,000 laws. 

“It would seem 
that the essentials 
for order and con- 
duct of the country 
have been so well 
covered by this time 
that surely very 
few additional laws 
should be necessary, 
and it is hoped the 
grist mill of Con- 
gress can be reduced 


in Safety Deposit Companies. 
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the enormous _ capacity. 
“It is not my purpose to enter into any 
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rights of the people. 


to a production basis of 40 per cent of its of the National Government and the State 
governments, and, to a certain extent, be a 
sort of declaration of rights and to direct 
the methods of procedure of the Govern- 
ment and the limitations to the laws which 
should be passed in order to defend the 
It was never intended 
to be a code of criminal law, as you do 


not find in it or any 
of its previous 
amendments any 
reference to mur- 
der, arson, trade in 
narcotics, etc. 

“The serious dan- 
ger of introducing 
this present question 
into the Constitution 
means that there is 
nothing to prevent 
their going ahead 
with further amend- 
ments covering all 
the different crimes 
and misdemeanors 
and turning the Con- 
stitution into a code 
of criminal law, 
and there was no 
reason for putting 
it in in this case, ex- 
cept that the advo- 
cates wanted to fix 
things in such a way 
that it should be 
practically impos- 
sible to repeal, even 
though it should 
turn out to be most 
undesirable. 

“Without the 
slightest concern as 
to whether you ap- 
prove or disapprove 
of prohibition, and 
without expressing 
any opinion on its 
merits, I submit that 
the introduction of 
this into the Consti- 
tution of the United 
States was a serious 
blunder, which 
should be undone by 
repeal. 

“There is a strong 
intimation that at 
the next session of 
Congress there will 
be a determined ef- 
fort essentially to 
change the Esch- 
Cummins law, par- 
ticularly the  so- 
called guarantee 
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clause. I think anyone who is familiar 
with the act or will even take the trou- 
ble to read it casually will say there is 
absolutely no guarantee in it. The gen- 
eral principle laid down—that the rates 
should be so adjusted as to yield a reason- 
able compensation—is scarcely subject to 
discussion, and it is difficult to see how 
any one can say that the figures laid down 
and defined as “fair compensation” are in 
any sense unreasonable. At any rate, it 
is beyond question that the law has not 
yet been in effect long enough to show 
how it will act under normal conditions, 
and it would be most inadvisable, and 
I might almost say disastrous, to tinker 
with it at this time. 

“I sincerely hope that such strong pres- 
sure will be brought to bear on Congress 
that it will let the essential parts of the 
act alone until they have had a more com- 
plete try-out, and when suggestions for im- 
provement can be submitted that are beyond 
question real improvements. 

“It is perhaps dangerous to enter into a 
discussion of the labor problem, as it is 
too big and too complicated for a definite 
opinion of an individual to be worth much, 
but it is a most serious question in view 
of the growing demands of some of the 
labor unions, and it does not seem to me out 
of place to throw out a few suggestions in 
the line of ordinary fairness and good sense, 
which I believe will meet with the approval 
of the unprejudiced public. 


Rights of Capital 


66] BELIEVE firmly in the advisability of 

having labor organizations so long as 
they are properly conducted. The average 
laboring man has not sufficient education 
or intelligence or power properly to submit 
and sustain his requests for higher pay or 
better working conditions, or to cope with 
the opposition of his employers, and it is 
right that such demands should be system- 
atized and submitted with the strong body of 
opinion back of it. 


“In the interests of the public, however, 
such disputes should be settled by arbitra- 
tion, if it is at all possible to get an un- 
prejudiced body of arbitrators, and surely 
this should not be impracticable. I would 
not deny the right to strike individually or 
collectively, but where such action inter- 
feres with the rights of the public, fair 
notice should be given, and in no case should 
there be any opposition to their places being 
filled, any more than when an employer 
discharges one or more men should he have 
any right to prevent their finding other 
employment. I would concede the right of 
men to join unions and act in a body, but 
also I think they should be free from coer- 
cion and have an absolute right to work 
without its benefits if they prefer. This 
unquestionably is an indorsement of the 
open shop. 


Liability of Unions 
> the same objection to the 
closed shop, which usually means en- 


tire unionism, and the closed shop in the 
sense of refusing employment to one who 


is a member of a union. But the with- 
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drawal of any objection to employing union 
men must carry with it the assumption of 
a reasonable and just organization of the 
union, and in all fairness, such bodies should 
be compelled to incorporate, so there will be 
the same ability to hold the union to its 
bargain as there is today to hold the em- 
ployer. 

“Is it right that, if an employer should 
break an agreement, he should be sued either 
to compel him to carry out the agreement or 
for the recovery of damages, whereas when 
it is broken by the other side there is no 
redress? When strikes take place and vio- 
lence is used, resulting in the destruction 
of property to prevent the employment of 
others, I cannot see why the employer is 
not entitled to the full protection of the 
State as to his property and rights, the 
same as he would be if caused by any other 
lawless element.” 

The address of A. E. Duncan of Balti- 
more on “Receivable Companies” delivered 
in this convention appears elsewhere.” 


Mr. Cattell, the Optimist 


DWARD JAMES CATTELL, statisti- 
cian of the City of Philadelphia, intro- 
duced by President Newcomer as an old 
friend and “known to many of the young 
bankers,” started the delegates laughing 
with the rejoinder that “I came down to 
pay my respects to this friend of my fath- 
er’s.” He continued in his humorous vein: 
“Generally when I speak they play ‘Old 
Hundred’ as appropriate music. Some- 
times if I have spoken before, they play 
the old hymn ‘Arise and Strike the Lyre.’ 
I am glad to be here just as an old bank 
boy who started in the old Corn Exchange 
about 1866. I am ashamed to admit so 
many years with charming ladies here, 
when I am a bachelor with hopes. 

“To get on the other side, I am going to 
tell the ladies that I carried in my office 
for 25 years a sign which reads, ‘If a pretty 
girl passes and I don’t notice her, call for 
the coroner, I’m dead.’ I always insist that 
though I am barefooted at both ends, my 
heart is still young. While the Lord made 
man first and woman afterwards, man has 
been after woman ever since. 

“Any one who has read history closely 
knows that Adam moseyed around the Gar- 
den of Eden for weeks and nothing hap- 
pened; then Eve came along and every- 
thing happened. 

“T am really optimistic; I cannot_help it. 
Just about as optimistic as that dear little 
chap who fell downstairs. Some one came 
along and picked him up and said, ‘Are you 
hurt?’ He said, ‘No, I was coming down 
anyhow.’ 

“T have 60 years of clear cut memories. 
I can remember when our wealth was 
$7,000,000,000, and it is now three hundred 
billion. The most remarkable thing about 
that is that our wealth has grown ten times 
as fast as our population. Very few peo- 
ple speak of that. 

“T traveled 80,000 miles last year, speak- 
ing in 37 States. God has given me oppor- 
tunity in the past 23 years to speak to more 
than 22,000,000 persons. I have lived 14 
years abroad; I have studied and written 
about 84 organized governments and right 
here and now I want to say that I have a 
greater faith in our form of government 
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today than I ever had before in my whole 
life. 

“IT was talking in Boston night before 
last. A fellow speaker had brought back a 
report from Europe that made him just a 
little hesitant. I said to him, ‘Tell me your 
real view of the situation.’ He said, ‘Cat- 
tell, perhaps the best thing to say is that 
I am opening a new branch every two 
weeks. I have 700 already.’ 

“T saw a trolley in Philadelphia the other 
day that carried a sign, ‘This car is oper- 
ated by one of the owners.’ 

“T think that marks advance. I think it 
is typical of the improved relations between 
real capital and real labor all over this 
country. I talked in New London on a 
day when they had the biggest speaker in 
the I. W. W. The manufacturers and bank- 
ers had asked me to come and hold a 
counter meeting. We had 50 per cent more 
at our meeting than they had at theirs. 
After the meeting a great big Norwegian, 
who stood six feet four, put his hand on me 
and said, ‘Dr. Cattell, I am going to keep 
for my boy the chance that you told us 
that boys have under our form of govern- 
ment.’ He went on, ‘I will have something 
to say to them at noon that they didn’t know 
before.’ 

“A good deal of our trouble is like that 
of Thomas Carlyle. He said to a lady 
neighbor, ‘You have got to sell that game- 
cock of yours; it keeps me awake all night. 
I can’t stand his crowing.’ She said, ‘Why, 
he only crows three times and each time 
three seconds. What is nine seconds of 
suffering to a strong man?’ He said, 
‘Madam, you don’t know what I suffer 
waiting for the darned thing to crow.’ 

“We start a new theory; we work it up 
carefully and get it in concrete shape and 
then because it does not function in five 
minutes, we lose confidence. 


Try Our Theories 


66 E have not had time with a good 

many of our theories yet. We 
haven’t been to bat with them. Let’s give 
them time; do not be too quick to change 
and condemn; let us remember the other 
fellow. 

“I am optimistic about the future be- 
cause I have had my face up against the 
hard, but illuminating face of fact for a 
good many years. I stood alongside of 
Jay Cook on that awful 18th day of Sep- 
tember, 1873. I sat alone the other night 
cn the fiftieth anniversary of that awful 
day, thinking of what had happened, re- 
calling how I left that banking house 
on Third Street, just off of Chestnut, 
to go around to Bank Street to collect 
$4,800 for some Northern Pacific bonds 
| had sold. Coming back I found the 
street crowded; I turned to a policeman 
and said, ‘What is the matter?’ He said, 
‘Jay Cook has failed.’ 

“T went inside the darkened room. I 
took the hand of my dear friend, George 
C. Thomas. He said, ‘Boy, we have gone 
down.’ I went into Mr. Cook’s office and 
then came down with Charley Warburton 
standing alongside and wrote the state- 
ment that we put outside, ‘Assets $15,600,- 
000; liabilities $7,800,000.’ The people who 
kept the securities got better than that. 

(Concluded on page 263) 
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“Save at the Shop” Plan 


By ALLARD SMITH 


Vice-President, The Union Trust Company, Cleveland 


How Trust Company Got 10,000 New and Steady Depositors 
in a Few Months and Had Workmen, Foremen and Managers 
Enthusiastically Helping Industrial Saving. 


HE Save at the Shop Plan (trade- 

mark registered), which was in- 

augurated in complete form in 

March, 1923, by the Union Trust 
Co. of Cleveland, is the result of about 
two years of most thorough and thoughtful 
consideration and experiment, embracing co- 
operative work and discussion with em- 
ployees and employers alike in some twenty 
different industrial plants. 

A description of the plan and the methods 
of merchandising this service may be di- 
vided into four separate, but closely related, 
operations: 1. Selling the management; 2. 
Selling the worker; 3. Installation and op- 
eration; 4. Resolicitation. 

Selling the management is, of course, the 
first step. Many plant executives immedi- 
ately see the desirability of the plan and 
realize the good effects it will have upon 
the worker. Others are inclined to defer 
decision until they can see how it works 
in some other plant. 


Meeting Objections 


ew: objections most commonly raised by 
plant managers are as follows: 

1. “The operation of the plan involves 
too much work and we are over-worked 
now.” 

Knowing how capable and broad-minded 
certain managers are, we are sometimes sur- 
prised to hear them raise this question, but 
it is quite natural. The keen executive now- 
adays, more than ever, perhaps, is scanning 
his expense figures and reducing or elimi- 
nating all non-producing overhead. This 
is answered by a demonstration of the sim- 
plicity of the operation of the plan, and 
by explaining that one clerk, in not to exceed 
two hours, can perform the work for 100 
accounts, and this can generally be done 
during odd moments. It is not a non-produc- 
ing overhead. 

2. “I am not in favor of deductions from 
the payroll.” 

This is not a “deduction” in the sense that 
the company takes a portion of the em- 
ployee’s money. The workmen have the 
money, plus interest, and in the tangible 
form of their bankbook, so that in no sense 
is it a deduction. There is nothing in this 
operation which will create a demand for 
increase in pay. Actually a portion of the 
pay is given in form of a deposit slip re- 
ceipt. 

3. “I do my banking at another bank.” 

This requires various replies, depending 
upon individual conditions. Sometimes it 
stops further work. 

After the management has approved the 


installation of the plan, then it must be sold 
to the employee. This is inaugurated by a 
talk with the department heads and foremen 
in a group, in which the plan is explained, 
its benefits outlined and the cooperation 
of the group requested.. Without exception 
the foremen have been enthusiastic advocates 
of the plan. The men or women who will 
be in active charge of the payroll and whose 
cooperation and sympathetic attitude are de- 
sirable are also included in this thorough 
sales effort. 

The bank then sends out an intimate let- 
ter to every employee at his or her home 
upon the letterhead of the plant. 

After the deposit slips have been made 
out, the paymaster takes the receipts and 
puts up his payroll, inserting each receipt 
in the proper envelope, in lieu of the money. 
The deposit slips, together with the com- 
pany’s check in an amount equivalent to 
the total of the deposit slips, are then sent 
to the bank, where the amounts are entered 
for credit to each individual employee’s ac- 
count, the first entry being the designated 
amount to be deducted. In the operation of 
this plan all entries are made at the bank. 

In most large factories they set up the 
names of the employees and the amount 
they intend to save on an addressograph, 
making it very easy to run off both original 
and duplicate deposit slips. These simple 
operations constitute the only work re- 
quired of the plant as the result of the in- 
stallation. 

The work done thus far has simply pre- 
pared the ground for the most important 
work of all. The names of all new em- 
ployees are obtained and letters sent to them. 
Every ninety days a resolicitation of the 
plant is made. These letters and resolicita- 
tion keep enthusiasm alive and the Save at 
the Shop idea prominent in the minds of 
the shopmen—both present and prospective 
savers. 

Analysis shows that on the first solicita- 
tion about 31 per cent of the employees sign 
cards, and in the second solicitation this 
is increased to 50 per cent. A representa- 
tive of the bank keeps in touch with the 
key men in the plant. This follow-up is 
most important. 

This is followed two days later by a let- 
ter from the bank containing an authoriza- 
tion and signature card. 

The next step is personal solictation of 
the plant by two bank salesmen thoroughly 
trained in soliciting. The worker is solicited 
at his bench, lathe or machine, and if he 
has not previously done so, the workman 
signs an authorization card, same as the 
one inclosed with the letter from the bank. 
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Selling Plan to 
Leaders and Persistent Follow-up. How Arguments Are Met. 


This interview requires but a minute or 
two with each employee and does not inter- 
fere with the work of the shop men. 


Operation of the Plan 


FTER the authorization cards have been 

signed, they are brought to the bank 
and passbooks are made out for each em- 
ployee. These are then returned to the 
paymaster at the plant, and on the next pay 
day he delivers the books to the men, de- 
ducting from their pay the amount author- 
ized. Thereafter, on each succeeding pay 
day he makes out deposit slips with carbon 
and receipts and padded alternately, fur- 
nished by the bank. These are so lined 
up that the receipt for the employee is auto- 
matically made out in carbon when the pay- 
master makes out the deposit slip. 

As a constant reminder of the plan and 
its benefits, a liberal use of posters is em- 
ployed. The two letters which are sent 
to the employees each contain a booklet 
describing the plan and its benefits in fa- 
miliar language. 

To sell the Union Trust Co.’s Save at the 
Shop Plan and to merchandise this service 
of our bank presented many interesting and 
difficult problems, always aggravated by 
an ever-present lively competition. 

On March 15, 1923, when our campaign 
started, the attack was made simultaneously 
in five ways, viz., advertisements in daily 
newspapers, street cars and on billboards; 
direct mail correspondence with plant ex- 
ecutives, and personal solicitation by eight 
specially trained salesmen recruited from 
the bank. 

Plant managers, too, seemed greatly in- 
terested in the plan from the start, but 
many managers were persuaded to give 
the plan a trial only after much discussion. 

Now, however, after approximately six 
months’ operation, the situation has ma- 
terially changed. We find employees are 
asking employers for the plan, and plant 
managers are now receiving our salesmen 
with a keen desire to learn about the plan. 
The accumulated interest by employer and 
employee, as one plant after another gets 
the plan into successful operation, initiates 
much favorable comment, which, assisted 
by advertisements and personal talks to the 
workers, has created a great amount of 
good-will toward the idea and the name. 


Results Obtained 


I CANNOT emphasize too strongly the 
point that the plant management and 
foremen must first be thoroughly sold, if 
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STANDARD SPECIFICATION 
for 
TERRA COTTA 


First Edition 
September, 1923 


The Standard Specification for the manu- 
facture, furnishing and setting of Terra Cotta 
has been completed, and is now ready for 
distribution. 

This Specification is the result of exhaus- 
tive co-operative study and embodies the 
highest standard of quality, the best features 
of modern shop practice and the most thor- 
oughly tested methods of incorporating Terra 
Cotta in sound masonry construction. 

‘The Standard Specification enables the 
Architect to specify in detail every factor that 
makes for entirely satisfactory Terra Cotta. 

Copies will be sent on request to Archi- 
tects, Engineers and Building Contractors. 


NATIONAL TERRA COTTA SOCIETY 
19 West 44th Street, New York City 


TERRA COTTA 


‘Permanent Beautiful Profitable 


ase mention the “‘Journal of the American Bankers Association.” 


252 
When writing to advertisers p]e 


Credit Discount Companies 


By A. E. DUNCAN 


Chairman, Commercial Credit Company, Baltimore 


Receivable Concerns Now Handling Greatest Volume 


in Their 


History, Both Commercial 


and Automobile. 


Operation of “Notification” and “Non-Notification” Plans. 


ECEIVABLE Companies offer re- 
discount service for customers’ 
notes, acceptances, instalment and 
‘open accounts receivable, and stand 
between the “Sellers” thereof and the bank- 
ing system, which advances most of the 
money thereon. These companies serve as 
a special agency for providing the necessary 
supervision to advance safely upon receiv- 
ables which they also guarantee and assume 
as direct obligations to the banks. 

The Federal Reserve Board, Division of 
Analysis and Research, after an exhaustive 
study of the Receivable Business, published 
an article “Finance Companies” in the Fed- 
eral Reserve Bulletin of January, 1923 
(Final Edition), at the end of which they 
summarized the “Economic Position of 
Finance Companies” as follows: 


“In their fundamental characteristics finance 
companies date back both to the earlier money 
lenders in the large centers and to the ‘factors’ 
which for fifty years or more have operated 
largely in the textile industry. The former were 
chiefly individuals who advanced funds and took 
whatever security seemed most satisfactory. Fac- 
tors often combine finance and merchandising by 
making sales for the mills which use their services 
and by advancing funds to the latter for manu- 
facturing operations. These advances are made 
largely against the manufacturer’s bills receivable, 
which are assigned to the factors. 

“The money lender and the Factor still remain, 
but the business of finance companies has been 
placed upon a more scientific basis and is now 
recognized as distinct and separate. Their business 
has tended more and more to resemble the 
practices of commercial banks. The relation be- 
tween the two closely resembles that between 
cattle loan companies and banks. 

“There are in the United States a vast number 
of companies and individuals whose resources, 
or apparent credit risk, do not measure up to 
the standard required by banks. It is largely 
these that the finance company is called upon 
to finance. It does not necessarily follow that 
such subjects are not good credit risks, but merely 
that in so far as the bank is able to investigate, 
they do not fulfill the usual requirements. In 
addition, payments of the loans made to this class 
may be spread over a longer period than that for 
which a commercial bank will advance funds. The 
payments, too, are probably in small lots, such 
as instalments, which must be carefully watched 
and rigidly collected when due. Collateral offered 
as security is in small lots, such as a group of 
small accounts receivable. 

“As a result, commercial banks find this class 
of business unprofitable at the usual rates of 
interest. If they charge more, it would lead to 
legal difficulties in some cases, and nearly always 
to dissension among those borrowers who have. to 
pay the higher rate. Finance companies, however, 
by dealing only with this class of customers can 
charge more without causing dissatisfaction among 
customers,” 


Classification of Business. 


F | ite business of Receivable Companies is 
generally divided into four classes: 


1, The purchase of open accounts, notes and 
acceptances from manufacturers and jobbers 
and an occasional loan on merchandise await- 
ing conversion into receivables. 


2. The purchase of instalment contracts on 


household appliances, machinery, musical in- 
struments, etc. 


Three Out of Four Motor Cars Are Bought on Time. 


3. The purchase of acceptances of dealers cover- 
ing the sale by the factory of new motor 
vehicles stored wth the dealer awaiting re- 
sale to the consumer. 


4. The purchase of retail time sales notes cover- 
ing the resale of motor vehicles to the con- 
sumer, 


Current open accounts may be assigned 
upon either of two plans—‘Notification” or 
“Non-Notification.” 

The Notification Plan requires that notice 
of assignment to the banker shall appear 
upon the face of invoices sent to debtors. 
This is most objectionable and is solely to 
protect the banker, who collects the accounts 
direct from the debtors without regard or 
notice to creditors. 

As the debtors are not interested, the 
Non-Notification Plan does not require such 
unnecessary notice but the banker relies on 
the honesty of the firm selling accounts to 
collect and forward original remittances to 
him. This avoids friction with customers 
and loss of trade through a third party, the 
banker, usually in a distant city, trying to 
collect accounts, adjust discounts, differ- 
ences, etc., direct with the customer. 

Neither of the above plans provides for 
notice to creditors or means by which they 
may learn of such assigning. Therefore 
one is just as secret as the other, though 
only the Non-Notification Plan has been 
unfairly designated as “secret.” 

Experience proves that many firms prefer 
to have their creditors know accounts are 
being sold rather than to have their cus- 
tomers notified and disturbed by an outside 
banker trying to collect direct. Where ac- 
counts are bought on the Non-Notification 
Plan and left with the seller for collection, 
it must be evident that greater care is 
needed as to the credit, moral and financial 
standing of the seller. For this reason, 
business is frequently declined on the Non- 
Notification Plan and accepted with safety 
on the Notification Plan, one being just as 
secret from the standpoint of creditors as 
the other. 

There is no more reason for creditors 
being advised when a firm sells its open 
accounts than when it discounts customers’ 
notes and acceptances or borrows money on 


bills of lading, warehouse receipts, etc. If 
money is honestly used in business to in- 
crease assets or reduce liabilities, there can 
be no fraud upon creditors and the actual 
dividend in bankruptcy will be but little less 
than if the accounts had not been sold. 
There are few cases of fraud upon creditors 
through the sale of accounts but frequent 
cases on receivable companies where unse- 
cured creditors benefited. 

Firms that sell accounts are not usually 
“hard up” or “broke,” as may be assumed, 
but generally are “live wire,” money makers, 
having more energy, ability and plant capac- 
ity than working capital. They prefer to 
look upon a receivable company as a “silent 
partner” and temporarily to give up a small 
portion of their profits and continue to 
control their business instead of seeking 
new partners or stockholders, involving 
extra salaries, possible loss of control, etc. 

Many manufacturers have more practical 
than financial experience; will not carry 
proper bank balances; dislike to borrow 
money from banks; are located in towns 
with limited banking facilities; or have 
most of their capital invested in real estate, 
plant, machinery, etc., with current assets 
out of proportion, although they may sell 
the very best rated trade. 

They can increase their volume with but 
little additional overhead; use extra money 
over the peak season; buy for spot cash 
or discount their purchases and thereby 
make most of the cost, if not more, and 
be in better credit. 

If they sell on 6 to 12 monthly payments, 
their operating capital is quickly tied up 
and they must find a continuous outlet for 
such paper and be steady borrowers, to 
which a receivable company does not object 
but most banks do. 

In 1922, exclusive of motor vehicle and 
instalment paper, one Baltimore company 
alone bought $45,979,455.07 of open accounts 
from manufacturers and jobbers, of which 
$6,988,294.75 was outstanding December 31, 
1922. These accounts were bought from 
and guaranteed by firms rated in the Dun 
or Bradstreet January, 1922, Agency Book, 
with first or second credit rating, as follows: 


Customers’ Ratings Purchases Per Cent Outstandings Per Cent 
6,186,216.68 13.4 1,557,892.59 22.3 
22,170,880.18 48.2 3,516,432.53 50.3 
20,000 and under 
or no rating...... edecidwetecadd 14,370,927.14 31.3 2,298,740.44 32.9 
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Are the Charges High? 


eta ER borrowing or not, desirable 
borrowers from banks usually keep 20 
per cent average daily balance of their credit 
line, without interest, and liquidate entirely 
one or two months in each year. A two 
months’ liquidation and discount of 5% per 
cent and 6 per cent per annum on such loans 
on two 5 months’ notes, makes an actual cost 
to the borrower of 7.40 per cent and 8.05 per 
cent per annum, respectively. Receivable 
companies borrow most on this basis and 
must charge to cover overhead, supervision, 
risk, etc, to make a fair profit. 

This company buys thousands of invoices 
where customers are offered discounts of 


On an Annual 
Volume of 


$ 100,000 


2 per cent to 5 per cent for cash in 10 
days, net 30 to 60 days. A discount of 2 
per cent, 10 days, net 30 days, is 2 per cent 
for 20 days or 36 per cent per annum; and 
3 per cent, 10 days, net 60 days, is 3 per 
cent for 50 days or over 21 per cent per 
annum. Including interest, exchange, etc., 
receivable companies usually charge 1/25 
of 1 per cent per day on the net face of 
each account from date of purchase until 
paid, plus $5 per $1,000 only on the first 
$100,000 of accounts bought in any 12 suc- 
cessive months’ period, with no obligation 
either as to time or volume of business. 

The following is a comparison of such 
customary discounts with charge: 

A total cost, including interest, etc., of 
only $6,500 a year to finance an annual vol- 
ume of $500,000 sales, with average collec- 
tions of 30 days, certainly will not break 
any firm, even if no discounts for cash are 
offered. 


2% for 20 Our Charge for 


Instalments on Household 
Appliances 


HE General Electric Co., the Western 

Electric Co. and others have found it 
necessary to organize their own receivable 
companies to furnish a steady outlet to their 
distributors and dealers for financing in- 
stalment sales contracts of their custom- 
ers. The Westinghouse Electric & Manu- 
facturing Co. has a contract with our com- 
pany for similar service. 

From the standpoint of creditors and eco- 
nomics, the principle involved in this busi- 
ness is identical to that in financing open 
accounts and motor vehicle paper. Fortu- 
nately, the very names of these companies 


3% for 50 Our Charge for 
20 Days D i 50 Days 
$1,300 


4,500 


8,500 30,000 


almost overnight commanded more respect 
for their receivable business as being proper 
and legitimate than account companies were 
able to obtain in several years of their 
business, although the rates are about the 
same. 

The manufacture of motor vehicles is today 
one of the largest essential industries, di- 
rectly employing about $1,500,000,000 capital 
and, with allied industries, representing an 
annual retail volume of some $3,500,000,000 
to $4,000,000,000, giving employment to 
2,000,000 people. Including employees of 
dealers, garages, chauffeurs, credit compa- 
nies and others financing the sale of cars, 
the industry is probably first in importance. 

The passenger car is no longer a pleasure 
car, but is the efficient, economical and nec- 
essary means of transportation of the day, 
revolutionizing the habits, happiness, ambi- 
tion and efficiency of almost all of our 
citizens. 


At the Convention: S. G. H. Turner, President Second National Bank, Elmira, N. Y.; 
Charles L. Schenck, Vice-President Peoples Trust Co., Brooklyn, N. Y.; Pelton Cannon, 
Vice-President Merchants National Bank, Poughkeepsie, N. Y. 


October, 1923 


The great development of the industry ha; 
been due to the financing of the sale of cars 
on time and, therefore, the industry itself 
cannot be much more sound economically 
than the business of financing the distribu- 
tion of the product. I must, therefore, try 
to show that both are economically sound 
and necessary. 

It is conservatively estimated that 75 per 
cent of all passenger cars and 90 per 
cent of all trucks sold in the United States 
are sold on time. 


Loans to Receivable 
Companies 


REDIT companies, generally, transfer 
receivables purchased to a trustee and 
issue their own collateral trust notes against 
such collateral, although some rediscount 
such paper either with or without a bonding 
company guarantee and a few borrow upon 
their single name paper with agreement 
not to pledge any of their assets. Such 
short term loans to a well managed credit 
company are a very attractive and safe 
investment for a bank and much better than 
loans direct to the firms which sold the 
receivables, as the bank has the obligation 
of the credit company, which has a specially 
trained organization to supervise such loans. 
The obligation of the credit company is 
usually secured pro rata and without pref- 
erence by obligations of thousands of buy- 
ers owing small amounts; liens upon the 
articles financed; the obligation of the firm 
selling the receivables, except on low priced 
cars; a margin of 20 per cent to 25 per 
cent on open accounts; and the down pay- 
ment margin upon other paper; also such 
receivables are usually excluded as collateral 
when they become 60 days overdue. 

I should be glad to see every State re- 
quire all credit companies to be organized 
under the Banking Laws with certain 
amendments thereto, and their business to 
be under the supervision and examination 
from time to time of the Banking Depart- 
ment, as are State banks and trust com- 
panies. Several now operate under the New 
York State banking laws, although a num- 
ber of smaller ones in that State are with- 
out such supervision. 

It is most difficult, however, for a credit 
company, organized, for instance, in New 
York, to do business in a number of other 
States, Illinois, for example. The bank- 
ing laws would not harm the well managed 
credit companies, but would benefit them and, 
at the same time, would restrain misman- 
agement of other companies and curb the 
reckless promotion of numerous new com- 
panies with inexperienced management. 


Convention Calender 


Date Association 
Oct. 24-25 Nebraska ............ ... Omaha 
Oct. 26-27 Arizona Tucson 
Oct. 28-31 Investment Bankers, 

Washington, D. C. 


More than five thousand are killed and 
fifty thousand injured annually as a result 
of fire. 

Eighty per cent of the fires occurring in 
the United States are due to preventable 
causes and carelessness. 
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With the State Banks 


Necessity For Greater Membership in Federal Reserve 
Need of State Bank Cooperation to obtain a 
Dangers 
Banking Departments. 


System. 


Standard in State Banking Laws and Customs. 
of Radicalism. 


N the convention of the State Bank Di- 

vision there were two important ad- 

dresses: “Cooperative Farm Market- 

ing,” by Carl Williams, and “Standard 
State Banking,” by E. H. Wolcott, both of 
which are printed 
elsewhere in this 
JOURNAL. 

In the course of 
his annual address, 
President H. A. 
McCauley said: 

“Six years ago 
we met in Atlantic 
City to hear the re- 
port of the first 
year’s work of this 
division. Since that 
time the work of 
the State Bank Di- 
vision has included 
every problem of 
inflation and defla- 
tion, every question 
of war and peace, 
and every issue of 
the weak and pow- 
erful, as they ap- 
plied relatively to 
State banking. 

“During the past 
six years we have 
met together with 
the State banks of 
the North, the West, 
the South, and the 
East. We shave 
tried to correctly 
understand the 
problems of each, 
and out of experi- 
ence and _ counsel 
and wisdom gained, 
serve best and most 
effectively the 
greatest number. 

“The greatest 
question with which 
this division has 
concerned itself 
from the beginning 
is how best to serve 
its membership. 

“The State Bank 
Division, as an in- 
tegral part of the 
American Bankers 
Association, ha s 
tried to accomplish, 
in its limited way, the greatest good to the 
largest number of banks which go to make 
up a single unit of the whole association. 
The platform upon which’ we-operate is the 
broadest of any division. Here may meet 
the smallest as well as the greatest. The 


Divorce of States’ 


fact that so many small banks make up the 
greater part of our membership brings this 
division closer to all the classes than any 
other. The business here represented is so 
diversified as to include every kind of com- 


J. Do 


President Green Valley Bank, Green Valley, Ill.; President of State Bank Division 


mercial activity as well as agricultural and 
industrial. We meet upon this platform of 
congenial sympathy and interesting help- 
fulness, each with the greatest respect and 
regard for the other. If, ‘therefore, we 
have seemed to achieve little, and that 
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much slowly, it is because there are so 

many different problems of mutual interest 

and such limited opportunity in which to 

bring them together where they may be put 

into practical form and made to conform 
without conflict to 
such other divisions 
of this association 
which may be inter- 
ested with us. 

“The early years 
of this division 
were fraught with 
all of the difficulties 
that burdened the 
association because 
of the World War, 
and the latter years 
have been taken up 
with problems thrust 
upon an 
inevitable deflation. 
The problems that 
we have faced in 
the brief period of 
our existence have 
been many and va- 
ried, and, until we 
have reached that 
stage in the peace- 
ful progress of 
nations where un- 
usual problems 
cease to he the 
cause of organic 
weakness our 
business structure. 
we may not hope to 
secure for ourselves 
the happy solution 
of difficulties that 
do not beset us in 
normal times. 


Features 


66 HE work of 
the division 
for the past year 
embodies three fea- 
tures: The plans 
of the Farm Fi- 
nance Committee, 
the Cooperative 
Marketing feature 
of the Public Ser- 
vice Committee, and 
the always impor- 
tant subject of 
Standardized State Banking Methods. 
“The subject of standard State banking 
is one of such importance that we -have 
had presented by someone of experience, 
efficiency and authority the results that 
have been obtained from the efforts of 
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years gone before and what may be ac- 
complished by greater cooperation in the 
future. 

“The necessity for greater membership 
in the Federal Reserve System is now as 
apparent as ever; and we must continue 
to labor in the general direction that State 
banking and the Federal Reserve System 
may come more into harmony with the 
plans and purposes that will accomplish 
the most for the public in general and 
banking in particular. 

“There is one thing to which I would 
like to call your attention before closing, and 
that is the necessary application of the 
term ‘cooperative’ to standard State bank- 
ing, not in the sense that banks should be 
cooperative institutions, but that State 
banks in every State should cooperate with 
each other in bringing about standard State 
banking laws and customs in a practical 
way. The American Cotton Growers Ex- 
change, for instance, became a successful 
factor because of the methods and experi- 
ence and knowledge that it was able to ob- 
tain from the Fruit Growers Association, 
which had pioneered the field. 

“The Tobacco Growers Association is 
probably a strong functioning body because 
of the application of certain fundamentals 
of success that were obtained from the ex- 
perience of the older cooperative bodies. 
These three cooperative associations cover 
widely different parts of the country, and 
yet, in a manner, they function the same; 
they correlate in a way to the advantage 
of the several parts of their organization 
and to the general advantage of each as- 
sociation. 

“Why could not this principle be used 
to good advantage to make standard State 
banking possible? Each State has an as- 
sociation of State banks of its own. Could 
not these associations be as cooperative as 
the associations for handling commodities ? 
Is there any good reason for the success of 
any one particular cooperative while an- 
other of essential importance fails to func- 
tion? Is it not possible as well in prac- 
tice as in theory for the State banks of 
various States to cooperate to that extent 
that laws destructive to the safe conduct 
of the banking business be repealed or 
their passage prevented, eliminating the 
evil and applying the good to all alike? 
Is it not time that this division formulate 
some plan by which differences and diffi- 
culties may be cleared away by the work 
of greater cooperation? The same prin- 
ciple that has made a success of the many 
commodity cooperatives might be adopted 
to advantage by this division in working 
out for our general use and safety such 
regulations and legislation as could be as 
generally applied as are now embodied in 
national banking laws.” 

Frank W. Simmonds, succeeding George 
E. Allen as deputy manager, urged the 
cooperation of all members of the division. 

President Puelicher of the American 
Bankers Association praised the division’s 
careful investigations as against the nos- 
trums so often proposed to the farmer. 


Federal Legislation 


S. McCAIN, chairman of the Federal 

¢ Legislative Committee, in his report 
warned agaifist the growing radicalism in 
the States of the Middle West where the 
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demand for legislation affecting banking is 
increasing constantly, and cautioned against 
any laxity in vigilance. The report con- 
cluded : 

“Your committee does feel, however, 
that several positive steps should be taken 
for the benefit of State banks to obtain 
Federal legislation with reference to the 
following matters: 

“1, In the event a satisfactory solution of 
the par clearance question is not reached, 
then the State Bank Division through its 
proper committee should make a_recom- 
mendation to the division for its adoption, 
which, if adopted, should then receive the 
support of the legislative committee as be- 
ing enacted into law, as this question 
should not be one of constant uncertainty 
subject to various instructions and rulings. 

“2. Undoubtedly, State banks, members 
of the Federal Reserve System, should 
have the right to be designated as Govern- 
ment depositories on the same terms as are 
now offered to national banks alone. 

“3. State banks, members of the Federal 
Reserve System, should be permitted to re- 
discount with the Federal Reserve Bank 
eligible paper secured by staple agricul- 
tural commodities for which bonded ware- 
house receipts have been issued to the limit 
they are permitted to make such loans un- 
der the various State laws under which 
they are incorporated, provided in no event 
should such paper be eligible where it ex- 
ceeds the capital and certified surplus of 
the bank offering, and provided that such 
an amendment should be made to Section 
5200 giving to national banks a similar 
right. 

“We wish to pledge ourselves to the act- 
ive support and interest in any matters 
affecting members of the State Bank Divi- 
sion arising in Congress and stand ready 
to serve our members in this regard at any 
time.” 


State Legislation 


B. HAZLEWOOD, chairman, re- 

* porting for the State legislative 

committee, recommended that all State 

banking departments be divorced from any 

other activities of State governments. The 

digest of States’ banking laws has been 
completed, he said. 

The Committee on Farm Finance, through 
Chairman W. C. Gordon, sketched the ef- 
forts of association members who advo- 
cated provisions that were finally incorpo- 
rated in national legislation. 

Credit requirements for farming now 
seem to be provided for adequately and 
present legislation should be tested before 
more proposals are made, he said. Co- 
operative marketing furnishes the most 
promising avenue of relief, the committee 
thought. 

Chairman R. S. Hecht of the Public Ser- 
vice Committee said that body had devoted 
itself almost exclusively to the  pro- 
motion of the cooperative marketing move- 
ment and study of its problems. 

A questionnaire sent out by the commit- 
tee developed these conclusions: 1. The 
farmers’ difficulties have convinced them 
of the need of elimination of waste and of 
the need of cooperation. 2. The cooper- 
ative associations rest on sound economics 
but their success depends on their man- 
agement ani leadership. 3. These associa- 
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tions point the way to permanent solution 
of farm financing and if successful will 
benefit the farmer, equalize business activ- 
ity, stabilize prices, reduce speculation and 
eliminate violent fluctuations in bank de- 
posits. 4. Much good has already been 
done the farmer by the associations. 5, 
The association idea is expanding. 6. The 
greatest danger is the temptation to hold 
commodities for speculation. 7. The co- 
operative bodies should retain a certain part 
of every year’s funds to be set aside as 
an emergency surplus. 8. Credit facilities 
available for cooperatives has increased 
greatly. Plenty of money is now available. 

Because of a lower loaning rate the 
intermediate credit banks have become 
the direct competitors of the commercial 
banks, and the committee fears this, in 
the end, will not be in the best interests of 
the associations because of friction bound 
to develop between the banks and the Gov- 
ernment agencies. 

Legislation has done about all it can for 
the farmer, and to make it still easier for 
him to borrow would be detrimental, the 
committee concluded. 


Par Clearance 


N important feature of the Committee 

on Exchange Report, according to 
Chairman Charles deB. Claiborne, is the 
non-member feature. The North Carolina 
Supreme Court having ruled that the Fed- 
eral Reserve System had nothing to do 
with the banks which were not members, 
the matter of charging exchange is left en- 
tirely to the non-member banks. The com- 
mittee, therefore, recommended: 

“Tf you think that par collections is fair 
and sound, go ahead and stay on the par 
list and par collections. But if you believe 
that it is unfair and that it is unsound now 
that we have made it possible for you to 
charge the exchange which you have con- 
tended all along at these conventions that 
you are entitled to, we say that in fairness 
to the committee you should be fair enough 
to get off of the par list, to show the board 
that you really meant what you said.” 


Discussion 


A H. MILLER of Washington, respond- 
¢ ing to the call for reports from vice- 
presidents, said there was intense interest in 
the Northwest in cooperative marketing and 
that the State’s alfalfa growers were organ- 
izing to guarantee the marketing of 75 per 
cent of the product from the State’s 100,000 
acres in alfalfa. 

The session closed with a general dis- 
cussion. 

Mr. Williams said a farmer whose prop- 
erty was heavily mortgaged could join a 
cooperative with the assistance of the bank 
through a special chattel mortgage or an 
agreement between the banker and the as- 
sociation to let all the farmer’s products go 
through the association. The banks are 
generally glad to consent because it helps 
their customer get more money for his 
products; he is increasing trade by increas- 
ing agricultural profits and he is relieved 
from collection of the debt which is taken 
care of through the association. 

Harry M. DeMott of Brooklyn suggested 
a resolution be passed requesting an amend- 
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Uniformity in Banking Laws 


By E. H. WOLCOTT 


Bank Commissioner of Indiana 


Wide Diversity of Legislation Regulating State Institutions 
Makes for Confusion Among Bankers and Concerns Having 


Countrywide Deposits. 


Varies. 


REATER uniformity is necessary 

in the banking laws of the various 

States. To some extent they have 

kept pace with the National Gov- 
ernment by granting enlarged powers to 
the State banking institutions, limited and 
prescribed at first. These were granted 
to conform to the enlarged and extended 
powers of the national banks, but the laws 
regulating these State banking institutions 
have not kept pace with changed methods 
of operating them. National banks operate 
under one uniform law. Why not State 
institutions when their granted power of 
conducting business is the same? State 
banks, or banks of discount and deposit, 
private bank and loan and trust compan- 
ies, givi.g the same service and function- 
ing alike in many States, operate under 
different laws, enacted when original 
rights were granted and not changed to 
meet changing powers and privileges. Wher- 
ever these various institutions are restricted 
and controlled in investments and services 
rendered, there should be different laws and 
regulations, but where services and func- 
tions performed are alike, there should be 
no difference in the laws regulating them. 

I prepared a questionnaire, which I sent 
to the heads of the banking department 
in each State, asking certain information. 
This was to determine how much difference 
existed at this time between various State 
banking laws. There is much uniformity, 
and I believe that the replies indicate that 
a uniform law can readily be evolved so 
as to standardize the laws governing State 
banking institutions to a very large extent. 

Question 1 was as follows: “Do you 
have a charter board, or does banking de- 
partment approve or disapprove applications 
for bank charters? What is length 
of charter? How many years? 

Twelve States, including Indiana, have 
charter boards; in twenty-six States char- 
ters are granted by the department of bank- 
ing; in Delaware charters are granted by 
a special act of the Legislature; in Virginia 
by the corporation committee, after approval 
of the judge of a local court; in South 
Carolina by the Secretary of State. 

Many States where commissioners grant 
charters have a proviso for appeal, in case 
charter is rejected, to a board consisting 
of the governor and other officers. In New 
Hampshire charters are granted by an act 
of the Legislature. 

There are four States granting charters 
for twenty years, including Indiana: three 
for twenty-five years; three for thirty 
years; six for fifty years; two for ninety- 


nine years; one for 100 years, and twelve 
unlimited. In Ohio the law is the same 
as for corporations. In some States banks 
have charters differing from those issued 
for savings and trust companies. lowa’s 
banks are granted charters for twenty years ; 
savings and trust companies, fifty years; 
Pennsylvania banks of discount, twenty 
years. 

My own impression is that charters 
should be granted for at least fifty years 
by the department of banking, with the 
right to appeal to a charter board in case 
charter is not granted. 

The next question was, “In closing a bank, 
who has charge of liquidation—department 
or is receiver appointed by the courts?” 

In twenty-eight States the banking de- 
partment takes charge of insolvent banks. 
In many States a receiver is appointed by 
the court. In others the department acts 
under order of the court. In ten a receiver 
is appointed by the court, and the banking 
department has no further connection after- 
ward. In New Mexico the commissioner 
takes charge and has sixty days to ask 
for a receiver. The commissioner may be 
appointed as such, 

In Missouri the court can appoint the 
commissioner or deputy commissioner. In 
North Dakota two general receivers are ap- 
pointed by the Supreme Court, which has 
charge of all closed banks. 

From a review of the foregoing and my 
own experience, I believe that the depart- 
ment of banking should take charge of 
all closed institutions and administer them 
until final settlement, this being most eco- 
nomical and efficient. 

The next question was, “What different 
kinds of banking institutions are permitted 
under your law?” The answers to this 
disclose many differences. 

Twenty-seven States permitted commer- 
cial banking, loan and trust companies and 
Savings institutions, but not private banks, 
except those in business when a recent law 
prohibiting them was enacted. 

Thirteen permit commercial banking, loan 
and trust companies, savings banks and pri- 
vate banks, among these being Indiana. Pri- 
vate banks in Connecticut give bond to se- 
cure depositors. 

North Dakota only has State and national 
banks. In Georgia trust companies not do- 
ing a banking business do not come under 
the supervision of the banking department. 
Oklahoma has only State banks, no trust 
companies. In Illinois the law does not 
permit private banks and has a special act 
for the organization of trust companies. 
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Liability of Bank Stockholders Also 
A Recommendation Looking Toward Uniformity. 


Texas has guaranty fund and bond security 
banks, but does not permit private banks, 
except those previously organized. 

Question four is supplementary to the 
foregoing. “If private, State, loan and trust 
companies are allowed, is the law governing 
these the same or different?” 

To that twenty-nine States reported laws 
governing the different types of banking 
institutions practically the same. Eleven, in- 
cluding Indiana, differed. Iowa and Wy- 
oming have laws restricting investments for 
savings banks only. Mississippi's law is 
practically the same for all banks, but lim- 
its deposits of commercial banks to not 
exceeding ten times their capital and sur- 
plus, for a longer period than six_months, 
No restrictions on savings banks. 

Question five, also supplementary, “If dif- 
ferent, please state the difference.” 

The differences are in reserve require- 
ments, investment restrictions and loan lim- 
itations. The difference in cash reserve re- 
quirements is minor, and a uniform require- 
ment could easily be determined. 


Cash Reserve Requirements 


| ip Iowa, for example, commercial banks 


must have 15 per cent cash reserve. Sav- 
ings banks and trust companies must in- 
vest 50 per cent of their deposits in real 
estate mortgages or United States or State 
bonds and carry 5 per cent cash reserve. 
Practically every State has cash reserve 
requirements at this time, but previous to 
1907 the laws regarding cash reserve were 
not general. In Minnesota savings banks are 
mutual under a new law, and investments 
are authorized by specific act. A certain 
amount of capital of trust companies must 
be invested in authorized securities, even 
while they can do a general banking busi- 
ness. 

In Georgia savings banks are mutual with 
restricted investments. Pennsylvania has 
different laws applying to different institu- 
tions. Massachusetts has special laws gov- 
erning each kind of banking company. 
Michigan has laws limiting powers of trust 
companies, prohibiting them from doing 
general banking business. 

Ohio has different laws affecting different 
banking institutions, respecting loan limita- 
tions, investments, reserve requirements, etc. 
New Hampshire also has different laws and 
regulations for each kind of banking: cor- 
poration, but it does seem possible to-me 
to secure uniformity regarding investments 
or cash reserve requirements or loan limita- 
tions. 

(Continued on page 270) 


Cooperative Marketing 


President, American Cotton Growers Exchange 


By CARL WILLIAMS 


Group Selling Brings Most Important Development in 
History of American Farming. Agriculturists Still Closer to 


Banker. 


Stability and Promotion of Prosperity. The Coopera- 


tive Association as Customers. Banks Helping the Cooperatives. 


ANKERS and farmers are part- 
ners in prosperity and adversity 
at all times and under all cir- 
cumstances.” 

The fundamental reason for this all-inclu- 
sive statement is that the banker is the foun- 
dation of production credit in agriculture. 

America’s crop values average more than 
$8,000,000,000 a year and the banks finance 
the production of rost of it. In the cotton 
South and in the tobacco districts only 12 
per cent of the farmers can finance their 
own crops. For cotton production alone, 
bankers advance more than $650,000,000 a 
year. 

The banker has been especially con- 
cerned within the last two or three years 
over the evil effect of deflation on the 
American farmer. This evil exists, because 
deflation occurred in practically nothing else, 
so the ratio of crop values to commodity 
values has been consistently out of pro- 
portion. The farmer receives a dollar for 
a specified amount of his crop, but when 
he takes that dollar to the store he finds 
that it has shrunk in value to about 70 
cents. 


Politics No Savior 


UT the fundamental. problem is the 

fact that the individual system under 
which agriculture has been conducted has 
always been such that the only profits earned 
by farmers have accrued from increased 
values of land. 

The commodity ratio now hurts especially 
because land values have apparently reached 
their peak. 

The percentage and volume of city busi- 
ness failures vary annually in accordance 
with the acre value of farm crops the pre- 
ceding year. 

Farmers know their own situation. They 
are angry about it and have sought remedies, 

Some of them have turned to politics, 
deceived by the mouthings of selfish politi- 
cians whose lust for personal power blinds 
them so that they either cannot or will 
not see the inevitable reactions of economic 
law. But while political action, as an easy 
method which would place the burden on 
the Government and relieve the individual, 
has caught many farmers, most of them 
are coming to see that there is no political 
remedy for an economic evil, that the 
farmers themselves are to blame. 

Agriculture is the only American industry 
in which both production and marketing 
have been individual processes. For gen- 
erations the farmer has been told that price 
is dependent on supply and demand, and that 
there is no remedy for low prices except de- 


creased production. Farmers could not de- 
crease production without disorganizing their 
entire farming system and so they turned 
to politics for relief. 

Nowadays, however, we have learned that 
the actual price depends largely on time of 
sale and on whether the sale is at the point 
of production or at the point of consump- 
tion. 

Out of that new knowledge has come a 
movement so great that it has already be- 
come the most important development in the 
agricultural history of this country. It is 
a movement which today engages the atten- 
tion of one-sixth of the farmers of the 
United States. 


Experts Are Hired 


ORE than 90 per cent of the dried 

fruits, 75 per cent of the citrus fruits, 
70 per cent of the tobacco, 65 per cent of 
the nuts, 25 per cent of the milk and milk 
products and 20 per cent of the cotton 
grown in the United States are being mar- 
keted by farmers’ cooperative associations. 
There are 1,200,000 farmers who belong to 
these commodity organizations. They have 
learned that their success lies through the 
substitution of the principles of merchandis- 
ing for that of dumping. 

The world’s consumption of American 
crops is approximately in even ratio month 
by month. The monthly usage of cotton, 
for example, varies from 7.9 per cent in 
November to 8.9 per cent in March, con- 
sumption of every other month in the year 
being between these two figures. Yet 70 
per cent of the cotton crop is dumped by 
farmers during the months of September, 
October, November and December. About 
65 per cent of the wheat is marketed in 
August, September, October and November. 

Control of the movement of farm crops 
is the one fundamental aim of the modern 
cooperative marketing association. 

Expert management is vital to its suc- 
cess. These modern commodity organiza- 
tions have found that they can go into the 
open markets and hire experts to work for 
them instead of against them, paying these 
experts just as high salaries as they get 
in private business. 

The principles of organizing by commod- 
ity and employment of experts are two of 
the five fundamentals of the marketing 
movement. The other three are: Growers 
only as members, so that there will be no 
divided interests; an iron-clad_ contract 
under which members must deliver all their 
product for a term of years, so the associa- 
tion may have an assurance of a specific 
volume of business and an internal pooling 
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arrangement whereby every member gets 
the same price for the same quality and 
grade of product, regardless of the time of 
delivery or of sale. 

Seven supreme courts have passed favor- 
ably on the legality of these principles, and 
they are specifically authorized by the 
statutes of 29 States. 


Reserve Fund 


T HESE cooperatives have no cash capital 
other than accumulated reserves, and in 
this point lies their only fundamental dif- 
ference from the ordinary city corporation 
formed for a similar purpose. 

Here we get a sheer principle of busi- 
ness economics, which is that corporations 
formed to both buy and sell or which need 
physical properties must have capital in the 
form of money with which to buy or 
build. A corporation formed for selling 
needs only something to sell. 

Those cooperatives who need physical 
properties for the handling, processing and 
storage usually own their properties through 
subsidiary corporations with capital stock. 
Practically all the cooperatives have created 
reserve funds. 

When a member’s product is delivered, an 
advance on the final sales price is made, 
usually amounting in non-perishables to 
from 50 to 60 per cent of the market price 
at time of delivery. This money is obtained 
by loans, using the commodity as collateral. 
In some cases an entire year passes before 
final settlement is made, 

The term “orderly marketing” means the 
sale of the product as that product is actually 
consumed. In practice, it is frequently sub- 
ject to price fluctuations. The cooperatives 
sell when selling is good. 

The fact that the cooperatives borrow 
money brings them into the closest contact 
with all bankers. The cash requirements of 
the cotton associations alone during the 
present marketing year will be more than 
$150,000,000 and the needs of all the com- 
modity cooperatives will probably be in 
excess of $700,000,000. 

The cooperatives recognize that the 
country bank is a permanently necessary 
credit institution and therefore they prefer 
to deal with it first. 


A New Customer 


a. disturbed European situation has 
thrown on American institutions and 
capital the burden of carrying the crop 
from harvest until consumption. 

The fact that the cooperatives are taking 
over a certain percentage of the processes 
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of distribution heretofore handled by private 
concerns merely furnishes a new bank cus- 
tomer in place of an old one. 

It was natural that bankers generally 
should have looked on the new system with 
suspicion. City bankers were the first to 
approve it because they saw an opportunity 
thereby to raise agriculture to the prosper- 
ous level of industry. 

The associations have demonstrated that 
gradual payments to the grower stabilizes 
bank deposits, removes the peak load of 
both deposits and loans, and puts the bank 
itself on a fundamentlly permanent basis 
for doing business. 

It also helps put the farmer on a cash 
basis and thus alleviates the evils surround- 
ing indiscriminate production credit. It 
educates farmer depositors, making them 
better bank customers. 

Higher prices increase the amount of 
deposits in banks. The cooperatives give 
fuller protection to the bankers’ interests 
in the matter of mortgages and crop liens. 

Finally, the cooperatives actually increase 
the volume of commodity trade in propor- 
tion to their degree of success. This means 
more business and increased values, and a 
higher level of prosperity for the whole 
consuming public, 

There are more than 200,000 members of 
the cotton associations in the South. Every 
member who marketed his crop last year 
through a cotton association received at 
least $20 a bale, or an average of $200 per 
farm family, more than the non-member 
got. This means a minimum of $40,000,000 
of excess original buying power in the cot- 
ton South. Except for California and Ken- 
tucky the cotton South this year has been 
the most prosperous agricultural section in 
the United States. 


Banks and Farmers Cooperate 


is to be restored 
stable basis, the pur- 


| American prosperity 
to a premanently 

chasing ratio of farm crops must come up 
or commodity prices must come down. This 


question may not be so difficult to solve 
when you consider the known effect of com- 
modity cooperative marketing. 

Wheat is but 3 per cent organized for 
marketing and wheat has but 70 per cent 
of its pre-war buying power. 

Cotton is 20 per cent organized for mar- 
keting and cotton has 135 per cent of its 
pre-war buying power. 

Tobacco is 70 per cent organized and 
tobacco has 212 per cent of its pre-war buy- 
ing power. 

So far as members are concerned, the 
cooperatives have eliminated speculation, 
waste, inefficiency, and graft in country 
markets. They have standardized the 
product. These things are of intense inter- 
est to every banker. 

To speak in the language of dollars and 
cents, they mean that the profits from agri- 
culture are being kept at home instead of 
being concentrated in the hands of a few. 

3ut the whole cooperative movement 
means more than dollars and cents. It 
means a new and higher standard of living 
on American farms. 

These things also mean fewer fool notions 
about the Government in the mind of the 
farmer and a constantly increasing knowl- 
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edge of public problems and of the way in 
which they must be solved. 

Cooperating farmers as a rule are not 
radical farmers or believers in Government 
ownership. They are fully convinced that 
governmental price-fixing opens the way to 
an indefinite number of other subsidies; that 
it is against the fundamental interests of the 
farmers themselves because it tends to over- 
production; in the long run it fattens the 
pocket of the speculator and not the farmer, 
it increases the burden on the public treas- 


ury, it means higher taxes and their con- 
sequences and it adds to the general cost 
of living. 

There are 5,247 State banks in the terri- 
tory in which cotton is grown, and 3,000 
are cooperating with the American Cotton 
Growers Exchange in handling mortgaged 
crops. 

This cooperation not only results in more 
prosperous banking, but in a mental rela- 
tionship between banker and customer that 
is eminently satisfactory to both. 


— 
S 
Lait, \ 
: 
Other Bonds and Investments ......... ; 
Reserved; Taxes, 
4,823, 824.66 
5,000, 000.00 
2,409, 777.44 


State Secretaries Section 


IRE insurance, systematized bur- 
glary of banking institutions, sim- 
plified income tax forms, education- 
al and publicity programs and eth- 
ics were the subjects discussed at the State 
Secretaries Convention of the American 
Bankers Association. 

In making its an- 
nual report to the 
executive council 
at the spring meet- 
ing the committee 
recommended that 
the terms of service 
of competent mem- 
bers be not limited 
to three years at 
most, and also that 
the constitution and 
by-laws be so 
amended that the 
personnel of the in- 
surance committee 
be not confined to 
members of the ex- 
ecutive council, but 
that the president 
may, in his discre- 
tion, appoint such 
bankers as he feels 
are best qualified to 
serve on the insur- 
ance committee. 

Mr. Richards also 
led the discussion in 
regard to protective 
matters. After Mr. 
Wait had made -his 
report for the com- 
mittee in charge of 
the matter, it was 
thrown open to gen- 
eral comment. Ac- 
cording to Mr. 
Richards, the crooks 
have made a new 
departure in Min- 
nesota. 

“They have not 
only burned through 
a solid manganese 
safe, but they have 
beaten the electric 
alarm equipment. 
The alarm worked 
as it was intended, 
but as there were a 
sufficient number of 
them (there were 
five in the gang), 
they let it ring. 

‘“‘We always 
thought there was 
some _ psychology 
about the electric alarm. We thought 
that when a man went in to rob a bank 
he was in such a nervous state that 
he couldn’t stand to hear it ring. Up to the 
present time they have not been able to 
do so. These fellows have set a pace, and 
I believe, gentlemen, we will have to 
change our ideas very considerably. Our 
members can no longer think they have ab- 


solute protection, either in steel or in alarm 
equipment, and, you know, I am quite con- 
cerned about it.” 

“Was that an acetylene torch?” he was 
asked. 


“Yes. They are becoming very expert in 


MRS. H. M. BROWN 


Secretary Michigan Bankers Association, Elected to the Presidency of the State 
Secretaries Association 


the use of them. They are very readily 
obtained in any garage. They are con- 
stantly stealing those torches and operating 
against our banks. It is becoming an epi- 
demic. If we have no protection in steels 
and if the alarm equipment has no terror 
for them, I am inclined to think your in- 
surance committee has no business to stir 
up any controversy in regard to the rates, 
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because there will be only one thing left 
to our members and that is to protect them- 
selves by burglary insurance.” 

“How large a safe was this? 
any size?” asked Mr. Roach. 

“No, I think it was a small safe, but a 
Class A safe.” 

“How long did it 
take them?” 

“They had time 
to burn a hole and 
put their arm 
through. The plan 
is to put in a small 
hole, and fill the 
safe with water, 
and then burn as 
large a _ hole as 
wished.” 

Mr. W. C. Mac- 
fadden of North 
Dakota related the 
experiences of that 
part of the country 
with bank burglars. 

“We have been 
doing something in 
our State this year,” 
he said, “that I 
didn’t intend to say 
anything about just 
yet. I wanted to 
carry it on a little 
further. The bur- 
glary situation in 
our State is con- 
fined to four or five 
months in the year. 
We don’t have at- 
tacks in the winter 
time because those 
fellows are working 
out or hiding out, 
but we do have a 
good many attacks 
on general mer- 
chandise stores, 
hardware stores, 
dental offices, etc. I 
have interested them 
positively, and some 
one or two other 
organizations of the 
same character are 
thinking seriously 
on the subject. We 
have a man _ now. 
He is working for 
all our associations. 
We are creating a 
fund that way by 
these other organ- 
izations contributing 
as well as the bank- 
ers, and we have been very successful.” 

These officers were elected: President, 
Mrs. Helen M. Brown of Michigan; first 
vice-president, W. F. Augustine of Virginia; 
second vice-president, E. P. Gum of Okla- 
homa; secretary-treasurer, M. A. Graet- 
tinger of Illinois. Board of control: Mrs. H. 
M. Brown, W. F. Augustine, C. F. Zim- 
merman, G. B. Power, Morris Goldwater. 
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Clearing House Section 


Growth of Clearing House Examiner System to Present 


Membership of 333, Representing 6000 Institutions or 75 Per 


Cent of the Nation’s Banks. 
as a Uniform Non-Protest Minimum. 


66 HE Clearing House Section is 
just rounding out its seventeenth 
year of service,” President James 
Ringold declared in his an- 

nual address. “In that time it has made 
an enviable record for initiating and causing 
to be adopted many new ideas of great prac- 
tical value to banks and clearing house asso- 
ciations, and has come to be recognized as 
one of the most valuable sections of the 
American Bankers Association. 
While the section has accom- 
plished great things in the past, 
its possibilities for the future 
are, to my mind, still greater. 
New thoughts are developing 
daily in the business and eco- 
nomic world, and the clearing 
house associations have a bet- 
ter opportunity now than ever 
before to be of service in fur- 
thering the proper development 
of the financial thought of the 
country. 

“The problems of each com- 
munity are equally the prob- 
lems of every bank in that com- 
munity, and it is through the 
local clearing house that these 
problems are solved from time 
to time. As individual organi- 
zations, we should study the 
problems affecting the welfare 
of our own community, solve 
them in a cooperative spirit, and 
meet at our annual meetings as 
a body, prepared to solve the 
larger problems that affect the 
business of banking throughout 
the United States. The activi- 
ties and usefulness of the sec- 
tion are increasing daily and its 
growth during the past year has 
been remarkable. 

“President John R. Wash- 
burn in his annual address a 
year ago, said the interests of 
the association and its member 
banks can best be served by this 
section through adhering to the 
policy of concentrating upon 
two objectives, the establish- 
ment of additional clearing houses and the 
installation of the clearing house examiner 
system. 

“During the past year your committee has 
endeavored to carry out this suggestion and 
our efforts have met with much success. 

“At the New York convention a year ago, 
our section reported a membership of 310. 
During the past year 23 new clearing house 
associations have been organized, thereby in- 
creasing our membership to 333, with a 
number of our smaller cities still contem- 
plating the organization of similar associa- 


tions. These 333 clearing house associations 
represent approximately 6000 banking insti- 
tutions of all classes, and include practically 
75 per cent of the banking capital of this 
country. 

“There is no line of work to which our 
section is more definitely committed than 
that which pertains to the clearing house 
examiner system. During the past year, 
three cities have adopted this system of 


FRANCIS COATES, JR. 


Examiner Cleveland House Association, New President of Clear- 
ing House Section, Amertcan Bankers Association 


examination in connection with their local 
clearing house associations, namely: New- 
ark, N. J., Denver, Colo., and the Northern 
Anthracite Bankers Association, which in- 
cludes Scranton, Pittston and Forest City, 
Pa. The clearing house committee of 
Omaha has just revised its articles of asso- 
ciation, which now call for a clearing house 
examiner, and within the next few months 
such a system will become operative in that 
city. If nothing else has been accomplished 
by the section but the bringing about of 
such a safeguard for the banks in these four 


261 


Newark’s Record. Ten Dollars 
Numbers for Branches. 


cities and the communities which they serve, 
I feel that our efforts would have been worth 
while, and I am looking forward to the day 
when there will not be a city or community 
of any size or importance without the clear- 
ing house system of examination. 

“As bankers, it is our duty to take every 
precaution to protect not only the patrons 
of our institutions, but our stockholders as 
well. If there is any way in which we can 
assist in establishing an exami- 
nation department in any clear- 
ing house association, we are 
ready to serve, and I speak for 
every officer of this section. 

“We are more than eager to 
further the extension of this 
system in order to provide the 
necessary safeguards for the 
banking institutions of the 
country. 

“When Newark, N. J., in- 
stalled the clearing house ex- 
aminer system, they established 
a record which has never been 
duplicated. In March, 1922, 
they organized their association. 
In November of last year a 
bureau of credits was instituted, 
for they felt the need of such, 
and on June 1, the examiner 
system was installed, which to- 
day is functioning as smoothly 
as it is in the other cities where 
it is in operation. A great deal 
of credit is due the clearing 
house committee of Newark in 
bringing about such a _ well- 
rounded clearing house associa- 
tion in so short a time. 

“In Richmond, Va., a credit 
bureau has been established in 
connection with the local clear- 
ing house, and it is proving of 
great value to all the banks in 
that city. We believe it is but 
the forerunner to the installa- 
tion of the examiner system. 

“A great deal of effort has 
been put forth by our secretary 
in helping to further the de- 
velopment of bureaus of credits 
not only in cities but in our country districts. 
In two mid-western States, plans are being 
formulated to bring about a county bureau of 
credits. With such credit bureaus established 
and in operation, it will be almost impossible 
for the dishonest borrower to take advan- 
tage of his banker. Such a credit bureau 
is not expensive for any clearing house as- 
sociation or county group of banks to main- 
tain and will pay for itself many times over. 


“Last year it was my privilege to appoint 
a committee on clearing house examinations, 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION October, 1923 


Does Your Town Attract the T ourist ? 


Of the millions of tourists on the highways this season, how 
many did YOUR town entertain? 


If you’ve a Modern Hotel your proportion was high and for 
each day a tourist was entertained your merchants are $10 richer! 


If, throughout the season you entertained but fifty per day, 
your merchants are some $50,000 ahead! 


It PAYS to cater to the tourist. Ask the town that has a good 
Hotel! 


If you haven’t a Modern Hotel, we can help you get one, Ask 
us to place your name on our list to receive each month, a copy 
of “The Hotel Financialist”—it’s free to MEMBERS OF THE 
A. B. A. 


“hellockenbury System Incorporaled 


Penn-Harris Trust Bldg.. Harrisbu rp,Penna. 


Wanted Salesmen With Banking Experience 


We have a few openings on our sales force 
that mean real opportunity. Our line em- 
bodies various advertising specialties in 
leather, paper and novelties, a line appeal- 
ing particularly to banks. Remunerations 
based entirely upon ability. Aggressive 
salesmen earning from 250.00 to 600.00 
per month. For particulars, address sales 
manager. 


THE BRODERICK COMPANY, ST. PAUL, MINNESOTA 


A. O. Wilson of St. Louis, and a past presi- 
dent of this section, was made chairman. 
During the past year this committee has ren- 
dered invaluable service to the section in its 
efforts to bring about the clearing house ex- 
aminer system in the cities without it, and 
at this time I want to thank Mr. Wilson and 
his committee for their untiring efforts dur- 
ing the past year. 

“Plans are now under way to bring about 
a uniform no-protest minimum amount. 
From the survey made by our secretary it 
was found that approximately ninety per 
cent of the banks in the country are usine 
the $10 amount, and with the cooperation of 
the Federal Reserve Board, it is our inten- 
tion soon to recommend to all bankers of the 
country the use of this amount. 

“The Numerical Committee, which has 
served not only the section but the member- 
ship of this association so well in the past, 
has recommended during the year the use 
of separate numerical numbers to be used by 
branch banks. Much confusion has arisen 
recently due to the fact that branch banking 
has been expanding so rapidly, and in order 
to eliminate this confusion, it was decided 
to enlarge the scope of the numerical system. 

“During the early part of the year, the 
Japanese Financial Commission investigated 
the merits of the clearing house idea, and the 
examiner system, and I firmly believe that if 
it had not been for the appalling disaster 
which befell that nation the early part of 
this month, the examiner system would 
have become operative there in a very short 
time. 

At the conclusion of the president’s 
address, he appointed the following com- 
mittees: nominations, A. O. Wilson, chair- 
man; Harry V. Haines, Washington, D. C.; 
C. Howard Marfield, New York; resolu- 
tions, O. Howard Wolf, chairman, Philadel- 
phia; F. L. Hilton, New York; R. B. 
Locke, Detroit. 

The next speakers were George E. Rob- 
erts, vice-president of the National City 
Bank of New York City; Melvin Tray- 
lor, president of the First Trust and Savings 
Bank and a vice-president and director of 
the First National Bank of Chicago and 
Seymour L. Cromwell, president of the 
New York Stock Exchange, whose ad- 
dresses are printed elsewhere in this issue. 
President Cromwell’s militant defense of 
the Exchange brought members to their 
feet, applauding. 

A. O. Wilson, chairman of the Commit- 
tee on Clearing House Examinations and 
Jerome Thralls, chairman of the Acceptance 
Committee, then reported. 

Mr. Wilson’s committee submitted the 
following nominations which were ac- 
cepted. 

President-—Francis Coates, Jr.,  ex- 
aminer, Cleveland Clearing House Associa- 
tion. 

Vice-president—C. W.  Allendoerfer, 
vice-president, First National Bank, Kansas 
City, Mo. 

Chairman of Executive Committee— 
Alexander Dunbar, vice-president, Bank 
of Pittsburgh, Pittsburgh, Pa. 

Executive Committee (three-year term) 
—Fred A. Crandall, vice-president, Nation- 
al City Bank, Chicago, Ill., and W. F. Aug- 
ustine, vice-president, Merchants National 
Bank, Richmond, Va. 
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National Banks 
(Continued from page 250) 


“That was in 1873. A few months ago 
I stood in Duluth. They asked me to have 
my picture taken alongside of that great 
bronze statute of Jay Cook. I recalled 
later speaking that night how I had stood 
on the floor of Congress and heard Proctor 
Knott say that no good would ever come 
out of the territory which now constitutes 
the States of Wisconsin, Minnesota, the 
two Dakotas, Montana, Idaho, Washing- 
ton and Oregon. And I heard again the 
echo of that laughter when he proved 
that nobody could ever put on any real 
map the word ‘Duluth.’ Today it is the 
greatest iron port in the world. 

“Miracles have happened since then. I 
am older, perhaps, a little wiser, but with 
that age and wisdom has come a stronger 
faith in that God who made each a 
sovereign of divine right. Sixty years 
takes me back to the time when we had 
bitterness between sections, when we had 
class antagonism more bitter than now. 
Even in ’77 I saw $5,000,000 go up in 
flames in Pittsburgh in three days, and 
200 persons were killed in one state in 
labor trouble. Wie don’t have such things 
now.’ We are getting better. We are a 
real nation, and in the great war we found 
our soul. 


Committees Appointed 


66 HE multiplied avenues of produc- 

tive wealth born of our $5,000,000 
investment each day in education, which 
has made it possible in this very state 
to change lands which my father and I 
refused to buy forty-five years ago be- 
cause they only produced $15 per acre, to 
land which last year produced $3,500 per 
acre, 

“New wealth facilities, new means of 
communication, better understanding of 
each other, clearer recognition that credit 
is merely character rendered fluid and 
character flows f God and not from 
man.” 

The Committee ou Resolutions recom- 
mended that the National Bank Division 
urge Congress to amend the National Bank- 
ing Act to permit national banks to own 
stock in safety deposit companies in states 
where state banks are permitted to da so. 


Resolutions 


WHEREAS, In certain States, State Banks and 
Trust Companies are permitted to own stock in 
Safe Deposit Companies and, 


WHEREAS, If the National Banks doing busi- 

ness in these States are to be in am equal basis 
in competition with the State Banks and Trust 
Companies of such States, it is very vital to the 
National banks that they also be permitted to own 
stock in Safe Deposit Companies. 
THEREFORE, BE IT RESOLVED, That the 
National Bank Division of the American Bankers 
Association respectfully urge upon Congress an 
amendment to the National Bank Act permitting 
National banks to own stock in Safe Deposit Com- 
panies in those States which permit State banks 
and Trust companies to own such stock. 


BE IT FURTHER RESOLVED, That a copy of 
these resolutions be forwarded to the Governor of 
the Federal Reserve Board, the Comptroller of the 
Currency, and the Chairman of the Committee on 
— and Currency in the United States Sen- 
ate and House of Representatives. 

WHEREAS, The Federal Reserve System has re- 
peatedly demonstrated its effectiveness in the 
mobilization of banking and credit resources and 
in the stabilization of finance, and 
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“Mercantile Service’ 


Departments: 


Real Estate Public Relations 


Banking Bond Corporation Real Estate Loan 


Safe Deposit Savings Trust 


St. Louis business of banks, trust companies and individuals, when entrusted 
to us, will receive prompt, careful attention. Our thorough knowledge of St. 
Louis conditions enables us to render exceptional services of this character. 


Member Federal 
Rerevve Srtem 


EIGHTH AND LOCUST 


Ten Million Dollar 
-TO ST. ~HARLES 


SAINT LOUIS 


WHEREAS, We recognize the value of construc- 
tive criticism, though we view with alarm the un- 
warranted assaults made upon it, now therefore 


BE IT RESOLVED, That the National Bank 
Division of the American Bankers Association re- 
affirms its confidence in the Federal Reserve System 
and pledges its aid in the struggle to repel the 
attacks of those who, through lack of understanding 
or a perverted sense of public duty seek to destroy 
its effectiveness. 


BE IT RESOLVED, That we tender our hearty 
thanks to the speakers and to all others who have 
so cheerfully and so ably contributed to the en- 
joyment and the success of this meeting, and that 
we make public acknowledgment of our appreciation 
of their services. 


BE IT FURTHER RESOLVED, That the 


Division give formal expression to its feeling of 
gratitude to the Retiring President, Waldo New- 
comer, and to his associates for their constructive 
service to the National Bank Division, and for their 
tireless and valued efforts in the promotion of the 
welfare of the members thereof. 


The following officers were elected: 

President, Thomas R. Preston, president 
Hamilton National Bank, Chattanooga, 
Tenn.; Vice-President, Edgar L. Mattson, 
vice-president Midland National Bank, 
Minneapolis, Minn.; Chairman Executive 
Committee, W. C. Wilkinson, president 
Merchants & Farmers National Bank, Char- 
lotte, N. C.; Executive Committee, Federal 
Reserve District No. 1, Elmer A. Onthank, 
president Safety Fund National Bank, 
Fitchburg, Mass.; Federal Reserve District 
No. 8, William H. Powell, president Citi- 
zens National Bank, ‘Sedalia, Mo.; Federal 
Reserve District No. 9, John W. Barton, 
vice-president Metropolitan National Bank, 
Minneapolis, Minn.; Federal Reserve Dis- 
trict No. 11, F. M. Law, vice-president 
First National Bank, Houston, Tex. 
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Newspaper Advertising as a 
Business Builder 


By W. R. MOREHOUSE 


Vice-President, Security Trust and Savings Bank, Los Angeles 


P roper P reparation of Advertising Copy and Publicity. 


How to Make It Pay. 


Message Must Be Simple, Short, Attrac- 


tive and Helpful. Size, Frequency and Position Important. In- 
expensive Ad Service Copy Offered. Simplifies Work for Bank. 


ANKS can use newspaper advertis- 
ing with great success. 
That same power which convinces 
the people of the need for the devel- 
ment of large enterprises may be used for 
a better understanding of bank services. 

Newspapers go into the homes and the 
people of a whole community may be 
reached in a single day. 

Because a bank cannot directly trace a 
large vclume of new business to newspaper 
advertising does not prove that the medium 
is ineffective. Because you do not see 
readers studying your advertisements is not 
sufficient evidence that the advertisements 
are not read. The fact that there are cer- 
tain kinds of newspaper advertising which 
do not produce good results ought not to 
brand the medium as ineffective. 

A banker had erected on the roof of 
his building an electric sign. At first this 
sign proved a great disappointment. The 
color effect was poor and the letters illegible. 
Motorists who rode by his bank evening 
after evening were unable to read the sign. 
This convinced him that electric signs for 
banks were not a success. He was about 
to order the sign removed when it was sug- 
gested to him that a flasher be attached, the 
color effect changed, and the tip of the 
light globes capped. He agreed to this 
change rather reluctantly. For more than 
a year now this electric sign has been in 
constant service. Night after night, from 
its commanding location, it has flashed its 
message to thousands. Not only is the 
color effect pleasing to the eye, but the 
message is easily read blocks away. If you 
should question this same banker today on 
electric signs for banks, he would recom- 
mend them to you in the highest terms. 


Copy Must Be Simple 


oe advertising must be at- 
tractive and easily read if it is to pro- 
duce. If the subject presented is not to 
the point, is too deeply involved for the aver- 
age mind to grasp readily, or is too full of 
big and uncommon words, it is only natural 
it will not be read. If bank advertising ac- 
complishes its purpose it must be very 
‘simple. People will not read “over their 
heads.” The average person can only 
understand that which is as plain as one’s 
A B C’s. He will not refer to a dictionary 
‘for the definition of unfamiliar words. 
Note: the popularity of motion pictures 


with the masses. When you view a motion 
picture your brain does not have to labor, 
nor do you have to pull on your imagina- 
tion very hard. Millions flock to see mo- 
tion pictures because the hard work has 
all been done before the pictures are pro- 
jected upon the screen.. Newspaper adver- 
tising will be read and it will pay your bank 
to use it, if it is served to the public pre- 
digested. 


How to Make It Pay 


ISCUSS only the subjects which will 

make it easy for the public to patronize 
your bank. Advertise your bank, its finan- 
cial stability, its officers, directors, and 
stockholders, and you will build prestige 
and confidence. Enumerate the services 
your bank can render. It has been my 
experience that the public is on the lookout 
for information about banks, banking 
methods, and the kinds of service rendered 
by banks. 

For example, take the person who feels 
that he should open a savings account. He 
reads your advertisement headed “Interest 
from Date.” The terms upon which a sav- 
ings account may be opened are explained 
and the rate of interest is given. Such an 
advertisement immediately will excite his 
interest and promote action and he is 
prompted to call and open an account. 

Take another example. You have money 
to lend on real estate. You publish an 
advertisement under the caption, “Money to 
Lend.” In the advertisement you state your 
terms and invite applications for loans. This 
ad. is read by the person who is in need of 
additional funds, and because it supplies 
him with reliable information as to where 
he may get the money and upon what terms, 
he naturally applies to your bank, 

A widow has in her possession valuable 
keepsakes. She is living in constant fear 
that they will be stolen from her. She 
picks up the newspaper and reads your ad- 
tisement headed, “Protection for Your 
Valuables.” Your suggestion prompts her 
to rent a box. 

You publish an advertisement under the 
caption “Concerning Investments.” It is 
read by individual investors, and they call 
for advice. Another ad. is headed “Small 
Accounts Are Welcome.” Persons of small 
means read it and are convinced that their 
business, although small, will be acceptable 
to your bank. 
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Catching Readers’ Interests 


I BELIEVE in sticking to subjects which 
have a direct bearing on banks, banking 
methods and service. You do not find 
manufacturers of clothing advertising farm 
implements, nor telling you how many ships 
pass through the Panama Canal monthly. 
They are too busy sticking on the job and 
telling the public about the merits of their 
particular brand of clothing to devote adver- 
tising space to subjects which do not directly 
bear upon their products. I do not know of 
any good reason why bank advertising 
should not be almost entirely confined to the 
banking field, at least until the public has 
become better informed about banks and the 
wide variety of services rendered by them. 

If you have not been successful with 
newspaper advertising I wish that you 
would try this plan. Confine your advertis- 
ing within the scope of banking and espe- 
cially enumerate the various services which 
your bank is prepared to offer. Boil down 
every advertisement to one hundred words 
or less, preferably less. Use headings which 
arouse interest at a glance. For example, 
a heading “Interest from Date” will bring 
action from persons with idle funds be- 
cause interest starts from the time savings 
accounts are opened. A heading “Money 
to Lend” will interest persons in need of 
additional capital. “Protection for Your 
Valuables” will catch the persons in need of 
protection. 

Give special attention to the location of 
your advertisements in the newspaper, se- 
curing, if possible, space in the upper left 
hand or upper right hand corner next to 
reading matter. 

I recommend you use a_ two-column 
by five-inch advertisement twice a week in 
preference to one double that size once 
a. week. Use illustrations where space per- 
mits. The cost of drawings and cuts is 
not too high for your appropriations. Use 
an attractive and distinctive border and 
plenty of white space; let me repeat, plenty 
of white space. Use clean-cut type of good 
size so your advertisement will be easy to 
read. Ninety per cent of the people have 
defective eyesight. 


How to Get Publicity 
F you get maximum results out of news- 
paper advertising, you must know the 
facts about each paper. Analyze the cli- 
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entele of each paper. Avoid all “one time” 
publications and all special editions where 
you advertise in the regular edition. It 
is well to remember that readers and press- 
runs do not represent a bonafide circulation. 
I know of a paper which claimed 50,000 
readers. Its press-run was only 1100 copies 
and its bonafide circulation about 400. It 
is necessary for you to know the proportion- 
ate percentages of city, suburban and coun- 
try circulation, and similarly the relation 
of street sales to home circulation. You 
should be informed yourself as to circula- 
tion as between farmers, industrial work- 
ers, professional men, etc. 

Supplement your newspaper advertising 
with news items about the bank, for pub- 
licity is gained through news matter which 
indirectly advertises the bank. It is well 
to remember that every bank depositor reads 
items concerning banks. Of those who 
have no banking connection, many will read 
news items of this kind because they recog- 
nize the fact that their own welfare is af- 
fected by financial conditions. Every news 
item has behind it the prestige of the news- 
paper as well as the bank. News items 
invariably get good location in the news- 
paper. 

Cultivate the acquaintance of the editor 
—don’t quarrel with him. Too many bank- 
ers quarrel with editors. In fairness to all 
concerned, publish only news items of gen- 
eral interest to the public and exclude every 
earmark of advertising. If the item is of 
sufficient importance to justify its appear- 
ance in several papers, write it from dif- 
ferent angles so that each paper will have 
a different story although dealing with the 
same subject. Invite the editor to revise 
your copy and never insist on items being 
published as written by you. The most 
popular length of news items is from 300 
to 400 works—about five inches of type. 

It is my privilege, as chairman of the 
committee on bank facilities, to invite 
attention to a consideration of the American 


On the Boardwalk at the Convention: 


Bankers Association Savings Division 
Newspaper Advertising Service. 

This service consists of one advertisement 
a week for a year—sixty ads. in all—eight 
more than required. With the advertise- 
ments are furnished four borders. A. B. A. 
members are invited to use this service for 
$10 a year. This is at the rate of less than 
twenty cents a week. If your bank had 
produced the same series of advertisements 
it would have cost not less than $400. The 
sixty advertisements are bound in book form 
and perforated so that each can be detached. 

The most efficient way to use this service 
is to deposit with your newspaper the four 
border cuts and your trade-mark or sig- 
nature cut, notifying the paper to send for 
copy on a certain day each week, or you 
can mail it to them. 

If you wish to revise the copy, that can 
be done very easily. Where you are ad- 
vertising regularly in several papers, you 
can run your ad. in one paper and instruct 
the others to copy, or you can get addi- 
tional sets of these advertisements. 

In all cases where more than one bank 
in the same city orders the service, the first 
bank to order will be supplied at once. This 
is necessary to prevent a duplication of 
the service in the same locality. 

Anticipating that there will be many 
such cases, we have under consideration 
several series of advertisements, in which 
event the first bank to order would receive 
series A, second bank series B, and so on. 
The advertisements and borders would be 
entirely different in each series, excepting 
as to size. If orders justify, work will start 
on the new series at once. 

Indications are the service will be popular. 
If it means anything to you to be able to 
purchase a standard newspaper service for 
so little expense, get behind the movement. 

It may be that a few agencies selling a 
similar service will criticize us. It is not 
our aim to interfere with their business. 
We believe stimulation of this service will 
help newspaper advertising generally. 


Lucius Teter, President Chicago Trust Co., Mrs. 


Willard F. Hopkins, Willard F. Hopkins, Secretary of same bank 
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Head Office: 
LOMBARD ST., E.C. 3. 


($5=£1.) 
$359,323,900 
$71,864,780 


CAPITAL: 
SUBSCRIBED 


PAID UP 
RESERVE FUND. $50,000,000 


DEPOSITS, &. $1,659,767,335 
ADVANCES, &. $616,943,395 


1,600 Offices in England & Wales, 


Colonial & Foreign Department : 
20, King William Street, E.C. 4. 


The Agency of Foreign & Colonial 
Banks is undertaken. 


Affiliated Banks: 


THE NATIONAL BANK OF SCOTLAND 
LIMITED. 

THE LONDON & RIVER PLATE BANK, 
LIMITED, 


Auxiliary : 
LLOYDS AND NATIONAL PROVINCIAL 
FOREIGN BANK LTD. 


Warnings 


Read the. Protective Section 
of the Journal for Warnings 
Which May Prevent Losses to 
Banks. 


$ Brings you a Genuine 
UNDERWOO 


.00 unconditional! 
typewriter rebuilt by the famous ‘Shipman Ward proc bias 


GREAT PRICE SAVING from the 
tory of its kind in the world by our pom 


EASY MONTHLY PAYMENTS S22! thet 


‘ou will not 
notice it while you enjoy the use of this wonderful machine” 


FREE BOOK OF FACTS 


*s wonderful 
system of rebuilding typewriters and also valuable information 
ut the typewriter industry both instructive and entertaining. 


Al 


Act Today! 
Mail 


Coupon Veer 


Guarantee 


Shipman Ward 

Mfg. Company 
3147Shipman Building 
Montrose & Ravenswood 
Aves., Chicago 
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You “CONQUERORS” 


who haven’t taken a vacation in years 


RE you one of the “CONQUERORS” of Business and Finance who 
haven’t had a vacation in years? 


If so, this is your opportunity—the opportunity to recover all those 
lost vacations in one—in one glorious holiday. 


Go ’Round the World 


The new Cunarder FRANCONIA, management of the 
American Express Travel Department, sails from New York 
November 15, or from San Francisco December 4, 1923. Returns 
to New York March 27th. 30,000 Wonder Miles — 133 
Wonderful Days. 


This American Express Cruise of the FRAN- 
CONIA offers the best in travel in every way on 
land and sea—the most interesting and varied 
itinerary—leisurely covered; the newest and most 
perfect Cruising: Ship ever built; Cunard sea- 
management and cuisine; all the luxuries and 
appointments of the modern club, with its living 
comforts—recreation and sports. 


Under the experienced management of the 
American Express Travel Department, with its 
branch offices around the world, this Cruise 
assures its party rare facilities for visiting the most 
desirable places. More than 25 ports of call. 


Havana, Panama Canal, San Francisco, Hilo, Honolulu, Japan 
(13 days—Yokohama, Kamakura, Tokyo, Kobe, Kyoto, Nikko, 
Inland Sea, Miyajima), Shanghai, Hongkong, Manila, Batavia, 
Singapore, Rangoon, Calcutta, Colombo, Bombay, Port Tewfik, 
Cairo, Naples, Monaco, Gibraltar —and home. 


Reservations should be made now. Party will belimited toa 
number far below the FRANCONIA’S comfortable capacity. 


For full information, booklet of the cruise, 
deck plans and prices—call or phone any 
office of the American Express, or mail 


attached coupon to 


AMERICAN EXPRESS 


*s, Travel Department 


Please $0.65 Broadway, New York 
send me % 

full details 
of the % 
FRANCONIA 


World Cruise > 


Address 
J. A. B.A. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Trust Companies 
(Continued from page 244) 


down friction between the bar and trust 
companies and teaching the companies to 
cooperate with the bar and avoid making 
policy mistakes. 

A. V. Morton of Philadelphia, reporting 
for the committee on standardization of 
charges, said the value of the work was 
shown by the great number of inquiries 
for special data being received by the sec- 
retary. 

Only 7 per cent of the banks and trust 
companies operate an active personnel de- 
partment, said P. S. Kingsbury, reporting 
for the committee on staff relations. A 
series of papers has been prepared by the 
committee on strategic points of informa- 
tion concerning handling of employees. 

L. H. Roseberry of Los Angeles said 
the committee on research, in its first ques- 
tionnaire, discovered that, with one excep- 
tion, not a single instance was found in 
thirty-four States where a beneficiary had 
lost a cent through the administration of 
a trust by a corporate trustee. 

Another survey brought out that Ameri- 
can trust companies place the safety and 
quality of their services above the finan- 
cial remuneration they receive. 

The report urged pooling of trust com- 
pany information for a general reservoir, 
accessible to the whole membership of the 
association, 


Trust Company Resources 


ENRY L. SERVOSS, vice-president of 

the United States Mortgage and Trust 
Co., reported that the total resources of 
trust companies of the country, as com- 
piled by his organization, are $14,441,000,- 
000, an increase of $1,701,000,000 over a 
year ago. Comparison of figures show 
the average trust company has twice the 
resources of the average national bank, he 
said. 

The first regional conference will be held 
in San Francisco in November, Frank W. 
Blair reported. 

Thomas C. Hennings, chairman of the 
committee on insurance trusts, said 90 per 
cent of the proceeds of insurance policies 
are dissipated. The insurance agent is the 
most valuable individual for the develop- 
ment of this relation, he thinks. 

William P. Giblin, president of the Lin- 
coln Safe Deposit Co. New York City, 
suggested local associations of safe deposit 
men. He discussed the importance of rec- 
ords on keys to safes and their relation 
to claims for losses. 

On motion of Mr. C. L. Schenck of 
Brooklyn a committee on relations with the 
Federal Reserve system was decided on, 
although one member feared it would cause 
only trouble. 


The United States exported twelve billion cig- 
arettes in the fiscal year just ended, says the 
Trade Record of the National City Bank of New 
York. Nine billion went to the Orient which pro- 
duces half the tobacco of the world and has ample 
labor to finish its own products. The Oriental 
imports are due to the habit of smoking American 
cigarettes, contracted during the war. 

Europe, which took eight billion in the year 
following the war, bought less than one-quarter of 
a billion in 1923. 
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The five important questions discussed in this free booklet 
will enable you to decide whether or not you are guilty of 
wasting time, energy and money by antiquated methods. 


The Booklet, entitled: “Five Questions Every Banker Should 
Answer,” was compiled especially for bankers, out of our 
many years’ experience in supplying over 26,000 satisfied, 
enthusiastic users with Brandt Automatic Cashiers. 


Time in a Bank 
is Money 


Your profits are actually figured in 
hours, days and months—whether it be 
interest on loans or time saved by elim- 
inating needless labor. 


With a Brandt at your Teller’s window, 
your service is measured by seconds. 
The cumbersome, unreliable, head and 
hand method of making change is elim- 
inated. Press one key with one finger 
and the Brandt automatically 

counts, selects and pays in- 
stantly the required combina- 

tion of coins. It never makes 
errors—it is “fool proof.” 


Have your secretary mail the cou- 
pon today for our interesting free 
booklet. 


BRANDT MANUFACTURING CO. 
Executive Offices and Factory, 


102 W. Main St., Watertown, Wis. 
(©) Send me copy of Book: “Five Questions Every Banker 
Should Answer.” 


To Bigger 
Profits 
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“ABSENT”’$ 


“The Viewpoint of the Employee is 
the Most Neglected Asset in Industry.” 


' AFTER the morning whis- 
tle blows at a client’s 
plant, every card in this rack 
means a missing producer— 
perhaps the operator of an 
important machine that must 
stand in expensive idleness all 
day. Each “out” card repre- 
sents a loss in production and 
an attrition of your client’s 
financial strength. Every 
morning, in every client’s 
' plant, the time-rack shows 
absenteeism in more or less 
malignant form. Why? 


Nearly every case of absen- 
teeism can be traced to some 
form of misunderstanding, 
ignorance or poor judgment 
on someone’s part. Perhaps 
there are causes in a client’s 


plant unknown to you or your 
foremen. Perhaps he is not 
even fully aware of a situation 
that may menace his stability. 

YET—every day, con- 
sciously or unwittingly, your 
client is paying toll to one of 
the controllable factors that are 
causing serious losses in every 
industry. Whatever the cause 
of unwarranted absenteeism, 
we can engage to correct it, 
with great profit to employee 
and employer; and add mea- 
surable security to industrial 
loans. 


You will be interested in 
our booklet, “Stopping Pay- 
roll Losses,’ which is sent 
executives gratis, on request. 
Please address Dept. G-5. 


SHERMAN SERVICE, INCORPORATED 


Industrial Co-ordination 


NEW YORK 


2 Rector St. Park Building 


DETROIT ST. LOUIS 


First Nat’l Bank Bldg. 314 N. Broadway 


CLEVELAND BOSTON 
31 Milk St. 


Production Engineering 
PHILADELPHIA CHICAGO 
1015 Chestnut St. 208 S. La Salle St. 


MONTREAL TORONTO 
Drummond Bldg, 10 Adelaide St., E. 


Largest organization of its kind in the world 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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A Burroughs soon pays for itself 7 
in a small bank 


ND in any bank a Burroughs Automatic 

because Bookkeeping Machine begins at once to 
1- The machine is a business pay for itself. 

builder—it insures better ser- 


’ It posts ledgers and statements faster because 
vice to your customers. 


more than 75% of this work is handled auto- 
matically. By automatically extending the new 

, balance with each posting, the machine enables 
on each customer’s ledger and , 
statement. No pass books to the bank to give the highest type of service to 
balance. its customers. No errors can creep in. With 
customers’ ledgers always in balance and no 
pass books to balance, customers’ statements are 
always ready. 


2- It automatically extends the 
new balance with each posting 


It can be used on so many dif- 
ferent figuring jobsinany bank. 


No bank is too small to save money with a 
Burroughs as thousands of banks have found. 
Quicker handling of routine means payroll sav- 
ing, more time to wait on customers—and bigger 
bank profits! 


The Burroughs Automatic Bookkeeping Machine 
also saves time and labor in posting 
and proving the Liability Ledger, 
Savings Ledger, Certificate of Deposit 
Ledger, General Ledger and on miscel- 
laneous figuring. 


Ask your Burroughs salesman 
about the many ways a Burroughs 
Automatic Bookkeeping Machine 
will save time and money for you. 


\ 


ADDING ~BOOKKEEPIN G~BILLING ULATING MACHINES 
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Granite Noblest Building Stone 


If You Were to Sell Your Bank 
N What Could You Deliver? 


; 


Syracuse Trust Co., 
Syracuse, N. Y. 


National Building Granite 


H. HL Sherman, Secretary 
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Banking Laws 
(Continued from page 257) 


Question six, “What are the requirements 
in the organization of different kinds of in- 
stitutions? Amount of capital, amount paid 
up, etc?” 

Eight States provide for a minimum 
capital of $10,000 paid up; seven States, 
$15,000 paid in; two States, $20,000, and 
seven States, $25,000. These requirements 
are for commercial or private banks, For 


loan and trust companies the requirements 


iS? sees of you and your bank. 


i 


So many dollars in currency 
and securities, but how much 
in good will? 


Good will depends on public 
opinion. Public opinion is 
based on your acts and 
words. And what the public 


ae 


OM 


Does your building bespeak 
your integrity and stability? 


Is it symbolic of the charac- 
teristics that have made your 
bank a success? 


y 


In granite it would tell just 
these very things. 


We would be glad at any 
time to confer with either 
you or your architect about 
the most economical ways to 
work with Granite. 


Quarries Association. Inc. 
31 State Street. Boston, Mass. 


are larger, one State only permitting as low 
capital as $10,000; one, $45,000; three States 
require $50,000; two States, $100,000, and 
a large number of States are based upon 
population. In Indiana we have a law with 
a minimum of $10,000 for private banks, 
$25,000 for State banks. Trust companies, 
minimum is $25,000, based on population. 
Oregon has a minimum of $15,000, except 
in the city of Portland, $200,000 is the low- 
est limit. 

In Mississippi, Arkansas, Ohio, Oklahoma, 
Georgia, Michigan, Pennsylvania and Ala- 
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bama the amount of capital is regulated by 
population. In Tennessee capital is author- 
ized in the charter granted. Virginia is 
based on population, with $15,000 minimum 
under 2000 population. Wisconsin, the low- 
est capital is $10,000, based on population. 
Over 200,000 population must be $200,0000 
paid in cash. Mississippi, $10,000 minimum 
for commercial banks, if they are granted 
trust powers, $15,000 additional. Maryland, 
State banks based on population, with a 
minimum of $25,000; trust companies, $100,- 
000. Kansas, State and private banks, mini- 
mum capital $10,000, based on population. 
Trust companies, not less than $100,000. 
In Massachusetts minimum for trust com- 
panies is $50,000 based on population. Min- 
nesota is based on population, with a mini- 
mum for State banks of $10,000 and for 
trust companies a minimum of $50,000. New 
York, capital depends upon location and 
population, Texas, based on population, 
with a minimum of $17,500. North Carolina, 
minimum capital $15,000; one-half cash and 
balance five monthly installments. Colo- 
rado, banks’ minimum, $10,000; trust com- 
panies, $50,000. 

There seems to be an effort to base the 
amount of capital paid in upon population, 
and there is quite a variation in regard to 
payments. Most States require capital paid 
in cash, others permitting payments. In 
Indiana State banks are permitted to organ- 
ize with one-half of capital paid in cash, 
balance in six months, minimum being $25,- 
000. Loan and trust companies, based on 
population, minimum being $25,000 cash 
paid in. 

I am of the impression that in the or- 
ganization of banking institutions the 
amount of capital should be paid in in cash 
before commencing operations. As far as 
the minimum amount of capital authorized 
is concerned, it would be advisable to limit 
this to $25,000. 

Question seven, “Can officers and di- 
rectors borrow from all banking insti- 
tutions in your State and under what re- 
strictions?” Five States permit officers and 
directors to borrow, with approved col- 
lateral or indorsement. Thirteen States 
have no restrictions except approval of the 
board. In Texas directors can borrow 25 
per cent with approval and 10 per cent with- 
out. Officers cannot borrow without ap- 
proval of board of directors; in Idaho, Ari- 
zona and Oregon officers and directors may 
borrow 20 per cent of capital and surplus; in 
Alabama, by approval of the board, 20 per 
cent of capital, surplus and undivided profits. 

In South Dakota officers and directors 
with approval of the board and with col- 
lateral may borrow 20 per cent of capital 
and surplus, but this must be reported to 
the superintendent of banks. Stockholders 
in the aggregate can borrow 50 per cent 
of the capital. In Minnesota officers can 
borrow 10 per cent of capital and surplus, 
others, not officers or directors, 15 per cent 
of capital and surplus. Upon real estate 
loans can be made to the extent of 25 per 
cent of capital and surplus. 

New Mexico, loans to officers and direc- 
tors cannot exceed 10 per cent of capital 
and surplus. Florida, officers and direc- 
tors, 10 per* cent to 40 per cent. South 
Carolina, except cotton, limits loans to 10 
per cent of capital and surplus; Idaho has 
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a limit of 20 per cent of capital and surplus 
and an aggregate not to exceed 50 per cent. 
In New York officers in a city of first 
class cannot borrow from banks and trust 
companies, but no restrictions upon direc- 
tors. In Connecticut no officers can bor- 
row. Directors can borrow 5 per cent if un- 
secured and an additional 5 per cent with 
collateral. In North Dakota limit is 15 
per cent of capital, with approval of direc- 
tore. 

In Massachusetts there are no restrictions 
applying to trust companies, except of sav- 
ings. The president and treasurer and in- 
vestment board cannot borroW of. savings 
institutions. Private banks, no restrictions. 
In Utah officers and directors can borrow if 
the security is double value of loan. Penn- 
sylvania, the limit is 10 per cent of capital 
and surplus with an aggregate to all of 
25 per cent. In Michigan the limit of loans 
to officers and directors, who control more 
than 50 per cent of the stock, is not to 
exceed 10 per cent of capital and surplus, 
and must be approved by a majority of 
the board. More than this must be author- 
ized by two-thirds of the board and se- 
cured, or proper statement filed or with col- 
lateral. 

In Nebraska and Oklahoma officers and 
directors cannot borrow from their own 
institutions. Colorado, no loans to officers 
or employees. Directors can borrow 10 per 
cent of capital; with approval of the board, 
20 per cent. 

The great variety of laws controlling loans 
to officers and directors is certainly confus- 
ing. In Indiana officers and directors can 
borrow not to exceed 30 per cent of capital 
in private banks. They cannot borrow at 
all in loan and trust companies and in State 
institutions are limited to 20 per cent of 
the capital, by ruling of commissioner only. 

I believe that loans to officers and direc- 
tors should be limited to a certain extent and 
not to exceed 20 per cent of capital and 
surplus; that the aggregate loans to all offi- 
cers and directors should not exceed a cer- 
tain per cent of the capital. The wisdom 
of this is apparent to every banker who 
is conservative, 

Then question eight, “What is the limit 
of assessment upon owners of bank stock 
to make up capital impairment?” 

In Minnesota there is no limit as applied 
to State banks, but there is no provision 
for assessment against stockholders of trust 
companies or savings banks for impairment 
of capital. In four States there is no limit. 
In nineteen States, 100 per cent. In Colo- 
rado, 200 per cent. No assessment is per- 
mitted under the law in Missouri, Virginia 
and Delaware. The writer is personally 
of the opinion that 100 per cent would be 
sufficient to protect the depositors. 

Question nine was, “How often do you 
examine banks?” Eleven States, annually 
or oftener if deemed necessary; in twenty- 
eight States, semi-annually; -in Texas, three 
times each year; in Utah, examines com- 
mercial banks twice and savings banks once. 
New Hampshire, the same; in Indiana the 
law requires savings institutions be ex- 
amined once each year, all others semi- 
annually. Every State provides for addi- 
tional examinations than those provided by 
law, if necessary. 


For question ten, “What is the limit upon 
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More Banking 


HIRTY-FIVE Million Dollars, approximately, is 
being spent in and around Detroit by the Rail- 
roads to improve their freight terminals, trackage, 
equipment, etc., to care for the continually growing 


freight traffic. 


This constantly increasing flow of merchandise 
and materials to and from Detroit means more Bank- 


ing with correspondents. 


Your bank should have the best connection ob- 
tainable in order to serve your customers efficiently 
in this fast growing territory. 


FIRST NATIONAL BANK 


DETROIT 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


loans above which constitutes an excess 
loan?” Six States limit loans to 20 per cent 
of capital and surplus. Three, 20 per cent 
of capital, surplus and undivided profits. 
One State, 15 per cent. Three, including 
Indiana, 20 per cent of capital; Indiana 
only, by rule of department. Ohio, 20 per 
cent of capital, except real estate mortgage 
loans, which must not exceed 60 per cent 
of appraised value of property. Kansas and 
Utah limit loans to 15 per cent of capital 
and surplus. Alabama, 10 per cent of capi- 
tal, surplus and undivided profits, except 
cotton loans secured by warehouse receipts. 
Tennessee, 15 per cent of capital and sur- 
plus and undivided profits, or more with 
approval of board. Pennsylvania, 10 per 


cent of capital and surplus as applied to 
industrial loans. Missouri, the loans are 
regulated by the size of the city or town. 

In Iowa 20 per cent of capital and sur- 
plus, except farm mortgage loans, when 
50 per cent of capital and surplus can be 
loaned upon first mortgages in Iowa. In 
Minnesota, 10 per cent of capital and sur- 
plus to officers, 15 per cent to others; 25 
per cent upon real estate mortgages. Flor- 
ida, no legal limit except to officers and 
directors, and this is from 10 to 40 per cent, 
depending upon security. In Nebraska the 
limit is equal to capital and surplus. New 
Mexico, 20 per cent of capital and surplus 
and 10 per cent of capital and surplus to 
directors, In Massachusetts limit of trust 
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“PAR FACILITIES” 


ITH us your bal- 

ance insures service 
that does not stop with 
the receipt of **member- 
items’” at par. 


We receive all items at 
par, member or non- 
member; cash or col- 
lection. 


Our 24-hour-transit depart- 
ment and direct method of 
handling collections result in 
a maximum interest bearing 
balance of collected and 
available funds. 


We make no charge for tele- 
graphic transfers. 
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NA 


PHILADELPHIA, PA. 
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companies, whose capital is $500,000, is 20 
per cent of capital and surplus. Where the 
capital is less than $500,000, 20 per cent of 
capital or 10 per cent of capital and surplus. 


In North Carolina the limit of loans is 
based upon capital and surplus, being 25 
per cent where capital is $250,000 or less, 
and reduced to 10 per cent where capital 
exceeds $750,000. In Virginia the limit is 
25 per cent of capital and surplus, unless 
authorized by the board of directors, when 
there is no limit. Mississippi and Arizona, 
25 per cent of capital and surplus. Wiscon- 
sin places a limit of 30 per cent of capital 
and surplus, but by a vote of two-thirds 
of the directors this may be increased to 
50 per cent with approved security. 


In Arkansas, 30 per cent is the limit se- 
cured by warehouse receipts, with 10 per 
cent margin. No limit to discount or com- 
mercial paper and bills of exchange. In 
Georgia, 10 per cent of capital and sur- 
plus, unsecured; 20 per cent secured by 
marketable collateral. In Delaware 10 per 
cent of capital and surplus unsecured, and 
25 per cent if secured by collateral worth 
15 per cent in excess of loans. In Mary- 
land 20 per cent of capital and surplus, and 
30 per cent of capital and surplus if author- 
ized by a vote of two-thirds of the direc- 
tors. Maine, the limit of loans is 25 per 
cent of capital and surplus, with provisions 
and exceptions. In New York 10 per cent 
of capital and surplus, unsecured; 25 per 
‘ent if secured, with exceptions for increases 
of secured loans in certain cities. 


This great range would indicate that 
a legal limit, more conservative than many 
States show, would be a much safer basis 
to loan upon. Twenty per cent of capital 
and surplus, all loans to be approved by 
officers and directors, is indicated by the 
above replies, to be about the average of 
the various States. 


Suggested Improvements 


UESTION eleven, “What suggestions 

have you regarding improvement in 
present law in your State?” elicited the 
following: 


Eighteen States suggested improvements, 
and twenty-two States had no suggestions 
or were satisfied with their laws, but there 
is need of improvement in many laws, as 
shown by these reports of the different 
States. 


Twenty-eight States reported in favor of 
a uniform law; ten States more or less fa- 
vorable, but doubtful of the ability to se- 
cure such legislation. Two States not in 
favor. Claimed that there were too many 
legal problems to make possible a uniform 
law. 


The replies indicate that commissioners 
in charge of banking operations in every 
State recognize the need for certain uniform 
laws governing the various State banking 
institutions. One of the problems presented 
to our National Association of Bank Su- 
pervisors is to prepare a law which can 
correct conditions existing in certain States 
which are shown to be inadvisable from the 
above reports, and select the best laws in 
each, working out a uniform system which 
could be applied to all. 
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State Banks 
(Continued from page 256) 


ment to the Federal Reserve Act permit- 
ting member banks to count as reserve the 
actual cash carried in their vaults, so more 
money could be released for loans to farm- 
ers and manufacturers. The matter was 
referred to the division’s federal legisla- 
tive committee. 


Resolutions 


B. HAZLEWOOD, chairman of the 
resolutions committee, reported reso- 
lutions of thanks to speakers and officers 
and approval of cooperative marketing on 
a sound basis. 

Another resolution passed favored: 

(1) The divorce of bank supervision 
from all other functions of State govern- 
ment, so commissions and banking supers 
intendents may devote their entire atten- 
tion to banking affairs. 

(2) That the tenure of office of bank- 
ing superintendents be not subject to po- 
litical change. 

(3) That enough be paid to attract the 
best men. 

(4) That men chosen for the examina- 
tion service have practical banking knowl- 
edge. 


HE president was empowered to name 
a committee of five to gather informa- 
tion on why more State banks do not join 
the Federal Reserve System. The commit- 
tee will be ready to appear with its findings 
before the Congressional committee ap- 
pointed for the same investigation. 
The following resolution certifying the 
high esteem in which Uncle George Allen 
is held was adopted: 


Whereas, The State Bank Division since its 
organization at Kansas City in 1916 has been 
served as Secretary and Deputy Manager by 
George E. Allen, and 

Whereas, After twenty-three years of continu- 
ous connection with the American Bankers Asso- 
ciation he is retiring from active service to be- 
come an observer instead of a participant, carry- 
ing with him the well deserved respect and good 
will of our members, and the sincere friendship 
and affection of those who have been closely as- 
sociated with him, the rich benefits of which heri- 
tage and the consciousness of duty well done 
should be to him most precious; therefore be it 

Resolved, That we, the members of this di- 
vision, who have enjoyed his conscientious labor, 
his marked sagacity, his entire devotion, part with 
him with great regret, and wish him the best that 
life can hold for one who so well deserves it. and 
be it further 

Resolved, That this preamble and resolution be 
spread upon our minutes and that an engrossed 
copy be prepared, signed by the officers, and pre- 
sented to Mr. Allen. 


The following were elected officers of the 
division: 

President, J. D. Phillips, president, Green 
Valley Bank, Green Valley, Ill. 


Vice-president, W. C. Gordon, president, 
Farmers Savings Bank, Marshall, Mo. 

Member of executive committee for the 
unexpired term of Wm. P. Sharer, de- 
ceased, Guy E. Bowerman, president, Ar- 


lington Heights State Bank, Los Angeles, 
Cal. 


Three year term, C. S. McCain, vice- 
president, Bankers Trust Company, Little 
Rock, Ark.; M. H. Malott, president, Citi- 
zens Bank, Abilene, Kan. 

The new president, Mr. Phillips, de- 
clared the principal policy of the incoming 
administration would be the promotion of 
orderly marketing. 


RRANGED for established, successful en- 


terprises, to provide permanent capital 


for 
Financing RATE ISSUES 
REFUNDING MATURING. ISSUES 


FUNDING FLOATING DEBT 
ADDITIONAL WORKING CAPITAL 


The scope of our Corporate Financing Service 
includes careful analyses of the operations and 
financial requirements of each enterprise; the 
preparation of plans for financing and the nego- 
tiating with the appropriate banking source best 


equipped to promptly accomplish the underwrit- 
Wm. A. White & Sons) ise reauirea. 


Our service is rendered for a reasonable charge, 
Established 1868 previously agreed upon, and to be paid only in 
46 Cedar Street the event of the consummation of the sale. 


N York Ci PROPER PRESENTATION TO THE RIGHT BANK- 
ew ror ty ING SOURCE IS OF PARAMOUNT IMPORTANCE. 


Mailgray SafeTseal Envelopes 


are specially constructed to overcome any possibility of 
tampering. 


Three features, found on SafeTseal Envelopes safeguard 
their contents—angular overlaid side wings prevent steam- 
ing and fishing for contents, turn-over lip at mouth prevents 
tearing of contents when opening envelope, a_ heavily 
gummed flap that stays stuck. 


Valuable Papers Are Safe in SafeTseals 
Mailgray is a specially-made stock from which SafeTseal 


Envelopes are made. It combines toughness and durability 
with light weight, and is comparable to no other stock because 
it is a specially-made paper for bank use. A pleasing shade 
of light gray in color so that printing and addresses may be 
plainly seen. 
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Sample Envelopes will gladly be sent upon A 
receipt of the attached coupon. . ALVAH BUSHNELL CO. 
a 929 Filbert St., Philadelphia, Pa. 


H Mailgray SafeTseal Envelopes. 
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The Condition of Business 


HE outstanding events of the 

month causing a departure from the 

smooth flow of the current of busi- 

ness were the Japanese earthquake 
and the anthracite coal strike. 

Of the effect of the earthquake on busi- 
ness in this country little can be said until 
the extent of the damage done and the 
magnitude and speed of rebuilding oper- 
ations can be more accurately estimated. It 
is usually true in such events that early 
estimates of effects tend to run larger than 
actualities. 


Effects of the Earthquake 


UGGESTED results of the earthquake 

to American business outside of the 
silk market are: first, the shipment of con- 
siderable amounts of foodstuffs and other 
supplies for immediate relief; second, the 
floating of loans to Japan to pay for re- 
building; third, the sale of structural steel 
and other building supplies, and fourth, the 
employment of part of American excess 
merchant shipping in moving supplies to 
Japan. To the extent that any of ‘these 
possibilities are realized they would be in- 
fluences towards the quickening of business 
activity. It hardly seems probable, how- 
ever, that these movements will be large 
enough to affect materially the general cur- 
rent of business. 

Another effect of a different type should 
be mentioned. Any such catastrophe to the 
business of a great commercial nation such 
as Japan involves implications in world 
trade of far-reaching importance. Different 
Japanese industries may lose or gain in 
importance. Commercial expansion may 
take new directions. The very rehousing 
of many Japanese business in earthquake- 
proof and otherwise modern structures will 


probably accelerate the adoption of mod- 
ern business methods on a large scale. These 
implications of the earthquake will be an 
interesting study as they gradually develop. 


The Silk Market 


HE most immediate and direct effect is 

in the silk market. Official trading in 
raw silk was immediately suspended and 
in the course of a week or two sales were 
reported at, $11 to $12 a pound as com- 
pared with $7.50 before the quake. The 
demand for finished silks was spirited and 
prices advanced about twenty-five per cent 
in the case of concerns which did not with- 
draw all offerings. A few days later the 
price situation was again placed in uncer- 
tainty by a report of a few sales in Japan 
only a few cents a pound higher than before 
the disaster. Trade journals have advanced 
the explanation that these sales were in ful- 
fillment of contractual arrangements of some 
kind. After two suspensions of trading from 
Sept. 5 to 10 and from Sept. 10 to 18 the 
raw silk market was reopened here, and 
what little trading has taken place has 
been at about $10 a pound. 

On September 1 there were 25,500 bales 
of raw silk, or about one month’s supply, in 
storage in New York City, the principal 
center for such storage. There was under- 
stood to be about another month’s supply 
in transit and no severe shortage was an- 
ticipated before November 1. Ambassador 
Wood has reported that the Japanese silk 
mills are practically uninjured and although 
about 40,000 bales of silk were destroyed at 
Yokohama about 8,000 were saved. Later 
reports place the loss still smaller. 

In the event of high silk prices this year 
some stimulation of activity in the woolen 
and cotton industries may result. 
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Coal Strike and Coal Supply 


OR the householder the coal strike, its 

settlement, and results have been almost 
as absorbing as news of the earthquake. 
With mining resumed after only three weeks 
of suspension, it seems clear that no serious 
anthracite shortage is to be anticipated this 
winter. There are no available figures fo: 
the precise amounts of stocks of anthracit: 
coal, but production figures indicate that for 
the first five months of the coal year, which 
begins on April 1, the 1923 production was 
the largest since 1918. These figures are re- 
ported as follows by the Geological Survey : 


Anthracite Production, April 1 to Sept. 1 


It seems probable that less coal than usual 
was carried over from the previous coal year 
but to offset this factor the requirements for 
hard coal have been somewhat lessened by 
larger use of fuel oil and soft coal for heat- 
ing residences and office buildings. 


Coal Prices 


HE supply of anthracite should be large 

enough to prevent the recurrence of last 
year’s scarcity prices. There is temporarily 
some shortage of anthracite following the 
curtailment of production for three weeks 
and due also to the fact that not all of the 
miners went back to work when the strike 
was terminated. In fact the mines have re- 
cently been operating at considerably less 
than capacity. Dealers, however, feel confi- 
dent that as normal operations are resumed 
there will be ample supplies of coal. 

Some increases in prices, however, are 
almost sure to follow the wage increases 
brought about through the strike. In a letter 
to President Coolidge, Governor Pinchot 
said: 

“The total legitimate increase in the price of coal, 
under the terms of the settlement, is about 60 cents 
per ton. Of this amount, not less than 10 cents 
should properly be taken up by all the operators, 
many of whom could absorb the whole of the 60 
cents increase and still make abundant profits. 

“In fairness, the remainder of the 60 cents 
should never reach the consumer. It is certain, 
however, that this amount and probably much more 


will be exacted from the consumers, unless public 
action is taken to prevent it.” 


Preliminary quotations for coal at the 
mines show an increase of 90 cents per ton, 
and another indication of the probable in- 
crease may be found in the fact that the 
Coal Merchants Association of New York 
City has fixed $14.25 per ton as a fair price 
for anthracite in that city. This compares 
with a company price of from $13.50 to 
$14.00 last year. These prices, however, may 
be taken as minimum prices, as the whole- 
sale prices by the higher cost mines are too 
high to permit as low retail prices. 
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The fact that transportation facilities are 
in excellent condition this fall, as compared 
with a serious shortage of cars and locomo- 
tives a year ago, will greatly facilitate the 
movement of coal from the mine to the 
consumer. 


Coal Wages and Other Wages 


ORE serious than the immediate effect 

on coal prices of a 10 per cent increase 
in miners’ wages is the question of the re- 
lation between recent wage increases and 
business operations. The following table 
shows the percentage changes in wages in 
a number of lines from 1914 and since 1920 
as well: 


ER 
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Ra Res 

Anthracite, contract miners... 100 177 195 +10.0 
Building, skilled and unskilled. 100 195 205 + 5.1 
Street railway, platform men.. 100 223 215 — 3.6 
Unskilled labor, second district 100 234 216 — 7.7 
Textile, all classes.........+. 100 269 234 —13. 
Steel, unskilled .......0..s000 100 253 220 —13.0 
Steam railway, all classes.... 100 272 234 —14.0 
Packing, unskilled .......... 100 290 232 —20.0 
Farm labor, male..........-.. 100 217 139 —35.9 


The table indicates in the first place that 
miners’ wages are not now exceptionally high 
when they are compared with the wages 
in other lines. It does, however, indicate a 
general increase in wages which places a 
burden upon industry, necessitating a degree 
of efficiency of operations never before real- 
ized. In recent weeks there have been fewer 
wage increases, as indicated by the following 
table prepared by the National Industrial 
Conference Board: 


Total 

Month Ended Reductions Increases Changes 
1 12 13 
0 42 42 
March 14... 1 37 38 
1 201 202 
cars 22 23 


Continued Business Caution 


_o present level of wage rates in their 
relation to the selling price of manufac- 
tured goods goes far to explain the present 
cautious attitude of business men. Since last 
spring there has been a distinct slowing 
down in activity. Production is smaller; 
wholesale trade is smaller; less forward 
business is being done; and this in spite of 
the fact that there has been little over- 
stocking of goods, speculation, inflation of 
credit, or other evidences which usually 
precede a decrease in business activity. Busi- 
ness caution is the order of the day and this 
caution reflects in no small measure fear 
that with present wage levels any great ex- 
pansion could only be made at the cost of 
profits. It takes tight figuring to make profits 
today. 


Business Still Above Normal 


HE cautious attitude of the day does 
not mean that business is not good. In 
fact it is distinctly better than any long 
average for the past and August and Septem- 


ber showed better figures in a number of di- 
rections than those for July. Wholesale and 
retail trade, bank debits outside New York 
City, postal receipts, building permits, and 
the production of a number of commodities 
were larger in August than in July. On the 
other hand, exports and imports, building 
contracts awarded, and the production of pig 
iron, woolen goods, and wheat flour showed 
somewhat less favorable reports. Loadings 
of freight cars continued to break all pre- 
vious records. 


Prices Higher 


ERHAPS the most significant indica- 

tion of slightly more active business this 
fall is an upturn in the prices of a number 
of the basic commodities. Professor Irving 
Fisher’s weekly index of commodity prices 
rose from 153 on August 4 to 156 on Sept- 
ember 22. A large part of this increase was 
in farm products, cotton, wheat, corn, etc., 
due to the condition of the crops more than 
anything else. Any change, however, in the 
general average of prices is to be observed 
with care. No index reflects more quickly 
the changes in trade conditions. 


Crop Estimates 


HE principal change from a month ago 
shown by the September 10 crop report 
of the Department of Agriculture is a re- 
duction in the probable yield of cotton from 
11,500,000 bales to 10,800,000 bales. An in- 
crease in the corn crop was also indicated 
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to be more than three billion bushels. Other 
changes are shown in the following table: 

In Millions 

Dec., ug., Sept., 

1917-1921 1922, 1923, 1923, 

Average Estimate Forecast Forecast 

Cotton, bales. . 11.2 9.8 11.5 10.8 
Wheat,total bu. 835 862 793 789 
Winter wheat 590 586 568 568 
Spring wheat 245 276 225 221 
Corn, bushels... 2,931 2,891 2,982 3,076 
Oats, bushels.. 1,378 1,201 1,316 1,312 
Barley, bushels 192 186 202 199 
Rye, bushels... 70 96 65 64 


The announcement of the smaller expected 
yield of cotton was followed by price in- 
creases which carried the quotation to 30 
cents a pound as compared with 13 cents, 
the pre-war average. The difference repre- 
sents, in addition to changes in the general 
price level, the gradual overrunning of 
practically the entire cotton area by the boll 
weevil. 

The Texas cotton crop has matured un- 
usually early this year and as a result the 
ginnings of cotton in that state up to Sep- 
tember 1 were ten times as large as in all 
other states combined and a new record for 
ginnings was made for the country. Up to 
September 1 the report of the Bureau of 
the Census shows that 1,141,000 bales of the 
1923 crop had been ginned, or about one- 
ninth of the entire crop. 


13,000,000 Automobiles 


A——- just issued by the Good 
Roads Bureau of the Department of 
Agriculture gives the number of auto- 
mobiles registered in the United States on 


“A big, friendly institution 


where the spirit is democratic and it 
is a pleasure to do business” 


Combined Deposits Over $50,000,000 


The Foreman National Bank 
The Foreman Trust and Savings Bank 


(Succeeding Foreman Bros. Banking Company) 
La Salle and Washington Sts, 
Combined Capital, Surplus and Undivided Profits exceed $6,000,000 
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June 1 at just over 13,000,000, an increase of 
764,000 since January. This is one car for 
every nine persons in the country. If the 
average car could carry five passengers half 
of the people in the country could ride at the 
same time. 

One important consequence of this vast 
automobile population has been the rapid 
improvement of roads. The Good Roads 
Bureau reports that most of the automobile 
taxes now collected are spent on roads. A 
total of about $176,000,000 was paid last 
year into state treasuries as automobile taxes. 
Of this amount $140,000,000 is being used 
exclusively for road construction and main- 
tenance. 

This extension in good roads has not only 
given the farmer himself better communica- 
tion with the city but has given him a new 
method for getting his crops to market. It 
is interesting to recall that in the early days 
of the automobile it was sometimes. argued 
that it could not be used for taking produce 
to market because it jolted the goods too 
much. 

Another result of the extended ownership 
of automobiles has been the enlarging of 
the areas which are available for commuting 
residence near large cities. The use of the 
automobile as a station vehicle has probably 
doubled the area within comfortable com- 
muting distance of large cities. 

Production in August totaled 349,000 cars 
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and trucks, and was 6.7 larger than July 
production. Production this year to date is 
now larger than for any previous entire year, 
and there is no marked indication of slacken- 
ing. Only in the tire industry is slowing 
down apparent. There, stocks are large, pro- 
duction is being cut, and a price war is on. 


Bank Loans Steady 


HE general soundness of the business 

situation, in the face of some decline in 
activity in certain directions, is indicated 
in the course of bank loans. In spite of ex- 
ceptionally active business there has been 
no increase in bank loans since spring. Some 
increase in loans made largely for com- 
mercial purposes has been offset by declines 
in loans on securities, accompanying the 
liquidation in the security market. The 
amount of credit extended by the Federal 
Reserve Banks is now practically as low 
as at any other time this year. 


Merchant Credit 


HE cost to farmers of merchant credit 
often runs as high as 50 per cent figured 
on an annual interest rate basis. 

Last year the United States Department 
of Agriculture, in co-operation with the 
North Carolina Department of Agricul- 
ture, made surveys in selected areas in 


that State of credit and insurance condi- 
tions. Eight hundred farmers were inter- 
viewed. Of these, 433 were relying to 
a greater or less extent on merchant credit. 
The average cost of such credit to the 
entire group of farmers was 26.6 per cent, 
figured on an annual interest. basis. 

When the white farmers were separated 
from the colored farmers, the average 
rate paid by the former was 21.8 per cent, 
while the average rate paid by the latter 
was 32.2 per cent. This difference is per- 
haps explained in part by reason of the 
smaller average amount of credit used by 
the colored farmers and the greater risk 
involved in advances to them, and in part 
perhaps to an inclination to take advan- 
tage of the less fortunate class. 

But the scattered investigations which 
have been made indicate that the farmers 
may be helped by demonstrating the losses 
they incur through the use of merchant 
credit. 


In conferences arranged by the Agricul- 
tural Commission of the American Bankers 
Association, attention has been directed to 
the burden of mercantile credit which 
farmers are in many instances thoughtlessly 
carrying. Continued investigation and per- 
sistent publicity should result in awakening 
farmers to the waste of mercantile credit 
and the economy of bank credit. 


are correspondents of the 
First Wisconsin 
National Bank 
of Milwaukee 


| 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


October, 1923 


Buffalo— 


An 
Automotive 
Center 


Buffalo makes one of the finest automobiles in this country, as 
well as several trucks which compare favorably with anything in 
the United States. The skilled labor employed in this industry 
furnishes substantial and skilled craftsmen, as well as a large 


sales revenue. 


BUFFALO—the city of enterprise served by the 


MARINE TRUST COMPANY 
OF BUFFALO 


Capital, Surplus and Reserves over $20,000,000.00 
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The First Rule 
Of A Bank 


*‘Never Cash Checks for 
Strangers’”’ 


Observance of this simple precaution 
will greatly reduce your loss through 
bad check operators. 


@ 


INSIST ON PROPER 
IDENTIFICATION 


See the Protective Section of “The 
Journal” each month for full infor- 
mation. 


Protective Committee 


American Bankers Association 
110 East 42d St. New York City 
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Orders for the Convention 
Proceedings 


The report of the forty-ninth annual conven- 
tion of the American Bankers Association given 
in this issue forms one of the important business 
books of the year. 


From a perusal of this report policies may be 
tested and improved, and courses shaped for 
future action, since at this convention able speak- 
ers and authorities discuss every department and 
every angle of banking. 


The discussions of those larger questions of 


business affecting all enterprise are of such im- 
portance as to be a necessity.to the careful student 
ot economics. 


If additional copies of the October JouRNAL 
are desired it is suggested that they be ordered 
promptly as the edition is limited and when the 
present supply is exhausted no more will be avail- 
able. 

The October JouRNAL sells for 25 cents a copy, 
postpaid. 


JOURNAL OF THE AMERICAN 
BANKERS ASSOCIATION 
110 East 42d Street NEW YORK CITY 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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W HETHER you can get seven 


per cent. on stock and be cer- 
tain of the safety of your 
principle depends entirely on 


what is back of the stock. 


American Telephone and Tele- 
graph stock is based on the 
Company's ownership in the 
Bell System properties. These 
properties include the Associ- 
ated Companies which earned 
5.5% on a book cost of $1,- 
500,000,000. These earnings 
are conservative and their con- 
tinuance may be assumed. 


Its dividends and interest from 
stock and bonds of associated 
and other companies added to 
its other earnings, enable the 
American Telephone & Tele- 
graph Company safely to pay 
9% dividends on over $700,- 
000,000 stock outstanding. 
This stock can today be 


bought in the open market to 
yield about 7%. 


Full information of this Seven-per-cent- 


and-Safety Investment will 
be sent on request. 


TELEPHONE 
SECURITIES CO. Inc 


D.F. Houston, Pres. 


195 Broadway 


NEW YORK 
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Save at the Shop 
(Continued from page 251) 


for no other reason than that they will then 
make it easy for our salesmen. 

The selling campaign among the employ- 
ees must be well planned and vigorous, and 
the bank must follow-up until the men get 
the habit. Once fairly started, the work- 
men will continue without stimulation. 

In all contacts, personally or by pamphlet, 
by letter or advertisement, try to talk to 
the men in their own language. 

As to progress, the Union Trust Co. now 
has close to 10,000 new accounts resulting 
from the Save at the Shop Plan, and they 
are increasing at the rate of nearly 1000 
a month. 

An analysis of the results made last July 
in sixty factories, taken at random from 
different sections of the city, gives some 
interesting statistics, as follows: 

Accounts secured immediately 

upon installation 3,031 (25 
Additional new accounts secured 

on subsequent solicitation 3,152 (26 
Banking with The Union Trust 

and not caring to use this plan 971 (8 
Banking with other banks and not 

caring to change 3,213 (10 
Will open later 1,454 (12 
Buying homes and unable to save 

now ( 54%) 
Unable to save because of various 

reasons é (13%) 


Total available employees in 60 
12,064 

This shows that 51 per cent of the people 
talked to are availing themselves of the 
plan. A study of the savings habits of 
this same group showed an average deposit 
of $6.03 per man per month. The same 
analysis showed that on an average these 
workmen made nineteen deposits during the 
course of a year. On the basis of payments 
every other week, which is the usual plan, 
this would mean that these men on an aver- 
age stuck to their original savings plan 
nineteen times out of a possible twenty-six, 
which indicates a very regular and consist- 
ent saving. The amount saved by the 
average workman has increased from an 
average of $5.31 per month to $6.03. 

Broad-minded and far-sighted plant man- 
agers recognize the intangible, as well as 
the real, value of industrial savings in that 
the saver is the better and more stable em- 
ployee. The general reaction and influence 
on the personnel of the plant organization 
is good. Better and more savers make for 
a more contented and happier people. Surely 
then, industrial savings is one way in which 
the bank may better serve the community 
in which it lives. 


Walter W. Head, president of The Omaha Na- 
tional Bank and the Omaha Trust Company, has 
been elected a director of the Chicago & North- 
western Railroad. Mr. Head is the only director 
residing west of Chicago. 


The First National Bank in Detroit has elected 
Walter L. Dunham vice-president. Mr. Dunham, 
who, for many years, was head of the Highland 
Park State Bank, retired to become senior vice- 
president of the Dime Savings Bank, from which 
he recently resigned. 


Forecasting German capitulation in the Ruhr, 
the Irving Bank-Columbia Trust Company’s Mid- 
Month Review predicts stimulation in ‘American 
businesses whose products will be in urgent de- 
mand in German factories, which in turn would 
imply the need of large recourse to our financial 
assistance. 
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The Committee Appointments 


Committee on Federal Legislation and Federal Legislative Council excepted 


Members of Council for One Year Ap- 
pointed by the President 


Charles W. Carey, president, First Na- 
tional Bank, Wichita, Kan.; Richard S. 
Hawes, vice-president, First National Bank, 
St. Louis, Mo.; Rudolf S. Hecht, president, 
Hibernia Bank & Trust Co., New Orleans, 
La.; Charles E. Mitchell, president, National 
City Bank, New York, N. Y.; Arthur Rey- 
nolds, president, Continental & Commercial 
National Bank, Chicago, III. 


Administrative Committee 


Walter W. Head, 
National Bank, Omaha, Neb.,_ chair- 
man; Charles H. Deppe, vice-president, 
Union Trust Co., Cincinnati, Ohio; Alex- 
ander Dunbar, vice-president, Bank of Pitts- 
burgh N. A., Pittsburgh, Pa.; R. E. Hard- 
ing, vice-president, Fort Worth National 
Bank, Fort Worth, Tex.; William E. Knox, 
president, Bowery Savings Bank, New York, 
N. Y.; J. D. Phillips, president, Green 
Valley Bank, Green Valley, Ill.; Thomas 
R. Preston, president, Hamilton National 
Bank, Chattanooga, Tenn.; J. H. Puelicher, 
president, Marshall & Ilsley Bank, Milwau- 
kee, Wis.; Joseph B. Ramsey, president, 
First National Bank, Rocky Mount, N. C.; 
Sam Stephenson, president, First National 
Bank, Great Falls, Mont.; Oscar Wells, 
president, First National Bank, Birming- 
ham, Ala.; Evans Woollen, president, 
Fletcher Savings & Trust Co., Indianapolis, 
Ind. 


president, Omaha 


Finance Committee 


William FE. Knox, president, Bowery 
Savings Bank, New York, N. Y., chair- 
man; W. Meade Addison, president, Plant- 
ers National Bank, Richmond, Va.; Charles 
W. Carey, president, First National Bank, 
Wichita, Kan.; J. Elwood Cox, president, 
Commercial National Bank, High Point, 
N. C.; Harry J. Haas, vice-president, First 
National Bank, Philadelphia, Pa.; Jacob H. 
Herzog, vice-president, National Commer- 
cial Bank & Trust Co., Albany, N. Y.; J. 
J. Jamieson, cashier, First National bank, 
Shullsburg, Wis.; H. H. Sanger, vice- 
president, National Bank of Commerce, 
Detroit, Mich.; Oscar Wells, president, 
First National Bank, Birmingham, Ala. 


Agricultural Commission 


Burton M. Smith, president, Bank of 
North Lake, North Lake, Wis., chairman; 
J. Elwood Cox, president, Commercial Na- 
tional Bank, High Point, N. C.; P. B. Doty, 
president, First National Bank, Beaumont, 
Tex.; Fred A. Irish, vice-president, First 
National Bank, Fargo, N. D.; Charles B. 
Lewis, president, Fourth National Bank, 
Macon, Ga.; R. F. McNally, vice-president 
& Cashier National Bank of Commerce, St. 
Louis, Mo.; John T. Manson, president, 
First National Bank, New Haven, Conn.; 
C. D. Rorer, president, Bank of Commerce, 
Eugene, Ore.; R. D. Sneath, president, Com- 
mercial National Bank, Tiffin, Ohio; S. G. 
H. Turner, president, Second National Bank, 
Elmira, N. Y.; F. J. Wikoff, president, 


Tradesmen’s National Bank, Oklahoma City, 
Okla.; Frank A. Zimmerman, vice-president 
and treasurer, Chambersburg Trust Co., 
Chambersburg, Pa.; D. H. Otis, First Na- 
tional Bank Building, Madison, Wis., di- 


rector. 


Commerce an d Marine Commission 


Fred I. Kent, vice-president, Bankers 
Trust Co., New York, N. Y., chairman; 
M. E. Ailes, president, Riggs National Bank, 
Washington; E. H. Furrow, vice-president, 
Merchants National Bank, Cedar Rapids, 
Iowa; Earl S. Gwin, president, Lincoln 
Bank & Trust Co., Louisville, Ky.; J. R. 
Kraus, vice-president and executive mana- 
ger, The Union Trust Co., Cleveland, Ohio; 
John G. Lonsdale, president, National Bank 
of Commerce, St. Louis, Mo.; John Mc- 
Hugh, president, Mechanics & Metals Na- 
tional Bank, New York, N. Y.; Robert 
F. Maddox, president, Atlanta National 
Bank, Atlanta, Ga.; David H. Moss, vice- 
president, First National Bank, Seattle, 
Wash.; Lewis E. Pierson, chairman of 
board, Irving Bank-Columbia Trust Co., 
New York, N. Y.; Charles H. Sabin, chair- 
man of board, Guaranty Trust Co., New 
York, N. Y.; Lewis L. Strauss, Kuhn, Loeb 
& Co., New York, N. Y., secretary to the 
commission; John R. Washburn, vice- 
president, Continental & Commercial Na- 
tional Bank, Chicago, Ill.; F. O. Watts, 
president, First National Bank, St. Louis, 
Mo.; Daniel G. Wing, president, First Na- 
tional Bank, Boston, Mass.; D. B. Bunim, 
110 East Forty-second Street, New York, 
N. Y., assistant secretary. 


Economic Policy Commission 


M. A. Traylor, president, First Trust & 
Savings Bank, Chicago, IIl., chairman; Paul 
M. Warburg, chairman of board, Inter- 
national Acceptance Bank, New York, N. 
Y., vice-chairman; A. E. Adams, president, 
Dollar Savings & Trust Co., Youngstown, 
Ohio; Stephen Baker, president, Bank of 
the Manhattan Co. New York, N. Y.; 
Richard S. Hawes, vice-president, First 
National Bank, St. Louis, Mo.; Craig B. 
Hazlewood, vice-president, Union Trust 
Co., Chicago, Ill.; R. S. Hecht, president, 
Hibernia Bank & Trust Co., New Orleans, 
La.; Charles A. Hinsch, president, Fifth- 
Third National Bank, Cincinnati, Ohio; Wal- 
ter S. McLucas, president, Commerce Trust 
Co., Kansas City, Mo.; George E. Roberts, 
vice-president, National City Bank, New 
York, N. Y.; H. M. Robinson, president, 
First National Bank, Los Angeles, Cal.; 
John W. Staley, president, Peoples State 
Bank, Detroit, Mich.; Walter Lichtenstein, 
executive secretary, The First National 
Bank, Chicago, IIl., secretary. 


Banking and Currency Committee of the 
Economic Policy Commission 


Paul M. Warburg, chairman of board, 
International Acceptance Bank, New York, 
N. Y., chairman; R. S. Hecht, president, 
Hibernia Bank & Trust Co., New Orleans, 
La.; Charles A. Hinsch, president, Fifth- 
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Third National Bank, Cincinnati, Ohio; 
Waldo Newcomer, president, National Ex- 
change Bank, Baltimore, Md.; Evans Wool- 
len, president, Fletcher Savings & Trust 
Co., Indianapolis, Ind. 


Public Relations Commission 


Francis H. Sisson, vice-president Guar- 
anty Trust Co., New York, N. Y., chairman; 
M. E. Holderness, vice-president, First Na- 
tional Bank, St. Louis, Mo., vice-chairman ; 
Charles Cason, assistant vice-president, 
Chemical National Bank, New York, N. Y.; 
W. G. Edens, vice-president, Central Trust 
Co. of Illinois, Chicago, Ill.; Fred W. Ells- 
worth, vice-president, Hibernia Bank & Trust 
Co., New Orleans, La.; W. R. Morehouse, 
vice-president, Security Trust & Savings 
Bank, Los Angeles, Cal.; Thomas B. Mc- 
Adams, vice-president, Merchants National 
Bank, Richmond, Va.; Nathan D. Prince, 
vice-president, Hartford-Conn. Trust Co., 
Hartford, Conn.; George O. Walson, presi- 
dent, Liberty National Bank, Washington, 
D. C.; Gurden Edwards, 110 East Forty- 
second Street, New York, N. Y., secretary. 


Committee on Canadian Relations 


David R. Forgan, president, National City 
Bank of Chicago, Chicago, IIl., chairman; 
Frank W. Blair, president, Union Trust 
Co., Detroit, Mich.; E. C. McDougal, presi- 
dent, Marine Trust Co., Buffalo, N. Y.; W. 
D. Vincent, president, Old National Bank, 
Spokane, Wash.; Daniel G. Wing, president, 
First National Bank, Boston, Mass. 


Committee on Conference—Agricultural 
Credits 


P. J. Leeman, vice-president, First Na- 
tional. Bank, Minneapolis, Minn., chairman; 
L. A. Andrew, president, Citizens Savings 
Bank, Ottumwa, Iowa; C. C. Colt, vice- 
president, First National Bank, Portland, 
Ore.; George A. Holderness, chairman of 
board, Farmers Banking & Trust Co., Tar- 
boro, N. C.; J. D. Phillips, president, 
Green Valley Bank, Green Valley, III. 


Committee on Express Companies and 
Money Orders 


John G. Lonsdale, president, National 
Bank of Commerce, St. Louis, Mo., chair- 
man; John A. Cathcart, vice-president, First 
National Bank, Sidell, Ill.; J. H. Soliday, 
president, Franklin Savings Bank, Boston, 
Mass. 


Committee on Library 


Francis H. Sisson, vice-president, Guar- 
anty Trust Co., New York, N. Y., chair- 
man; F. J. Denison, vice-president, Hamil- 
ton National Bank, Denver, Colo.; Fred 
Stadtmuller, assistant cashier, Washoe 
County Bank, Reno, Nev.; Carter E. Tal- 
man, assistant cashier, American National 
Bank, Richmond, Va. 


Committee on Membership 


T. J. Hartman, president, Producers Na- 
tional Bank, Tulsa, Okla., chairman; Charles 
H. Bender, vice-president, Grand Rapids 
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National Bank, Grand Rapids, Mich.; 
Charles A. Faircloth, president, National 
City Bank, Tampa, Fla.; George H. Gutru, 
president, Newman Grove State Bank, New- 
man Grove, Neb.; Ben Johnson, president, 
Commercial National Bank, Sheveport, 
La.; H. Y. Lemon, vice-president, Commerce 
Trust Co., Kansas City, Mo.; Robert Mc- 
Evilley, vice-president, First National Bank, 
Cincinnati, Ohio; C. Howard Marfield, vice- 
president and cashier, Seaboard National 
Bank, New York, N. Y.; Harry M. Rubey, 
president, Rubey National Bank, Golden, 
Colo.; Charles A. Smith, manager, Bank of 
Italy, Livermore, Cal.; Wirt Wright, presi- 
dent, National Stock Yards National Bank, 
National Stock Yards, Ill.; H. Lane Young, 
vice-president, Citizens & Southern Bank, 
Atlanta, Ga. 

Ex-Officio Members: Thomas B. Paton, 
general counsel, 110 East Forty-second 
Street, New York, N. Y.; F. N. Shepherd, 
executive manager, 110 East Forty-second 
Street, New York, N. Y. 


Committee on Non-Cash Items 


J. W. Barton, vice-president, Metropoli- 
tan National Bank, Minneapolis, Minn., 
chairman; C. L. Brokaw, vice-president and 
cashier, Commercial National Bank, Kansas 
City, Kan.; D. M. Finnegan, president, First 
National Bank, Yankton, S. D.; Robert F. 
Maddox, president, Atlanta National Bank, 
Atlanta, Ga.; James Ringold, president, 
United States National Bank, Denver, Colo. 


Committee on Public Education 


J. H. Puelicher, president, Marshall & 
Ilsley Bank, Milwaukee, Wis., chairman; 
Dale Graham, advertising manager, Mis- 
sissippi Valley Trust Co., St. Louis, Mo.; 
R. S. Hecht, president, Hibernia Bank & 
Trust Co., New Orleans, La.; Edwin V. 
Krick, assistant vice-president, Mercantile 
Trust Co., San Francisco, Cal.; Walter 
Lichtenstein, executive secretary, The First 
National Bank, Chicago, Ill.; Henry J. 
Mergler, assistant treasurer, Union Trust 
Co., Cincinnati, Ohio; C. F. Zimmerman, 
secretary, Pennsylvania Bankers Associa- 
tion, Lebanon, Pa., and Richard W. Hill, 
110 East Forty-second Street, New York, 
N. Y., secretary. 


Committee on State Taxation 


Ray Nyemaster, vice-president, American 
Commercial & Savings Bank, Davenport, 
Iowa, chairman; C, J. Kirschner, vice-presi- 
dent, Markle Banking & Trust Co., Hazle- 
ton, Pa.; F. D. Stalnaker, president, Indi- 
ana National Bank, Indianapolis, Ind.; Rob- 
ert R. Ward, president, Benton State Bank, 
Benton, IIl.; D. S. Wolfinger, president, City 
Guaranty Bank, Hobart, Okla. 


Special Committee on Taxation 


Oliver C. Fuller, president, First Wisconsin 
National Bank, Milwaukee, Wis., chairman; 
Charles P. Blinn, Jr., vice-president, Phila- 
delphia National Bank, Philadelphia, Pa.; 
Morris F. Frey, assistant treasurer, Guar- 
anty Trust Co., New York, N. Y.; C. H. 
McNider, president, First National Bank, 
Mason City, Iowa; Edgar L. Mattson, vice- 
president, Midland National Bank, Min- 
neapolis, Minn.; Elmer A. Onthank, presi- 
dent, Safety Fund National Bank, Fitch- 
burg, Mass.; William C. White, president, 


Merchants & Illinois National Bank, Peoria, 
Ill. 
Fiftieth Anniversary Committee 

Lewis E. Pierson, chairman of board, Irv- 
ing Bank-Columbia Trust Co., New York, 
N. Y., chairman; Lyman J. Gage, Point 
Loma, Cal.; Myron T. Herrick, United 
States Ambassador to France, Paris; 
Thomas B. McAdams, vice-president, Mer- 
chants National Bank, Richmond, Va.; Lo- 
gan C. Murray, commercial executive, Har- 
riman National Bank, N. Y.; George M: 
Reynolds, chairman of board, Continental 
& Commercial National Bank, Chicago, IIl.; 
E. F. Swinney, president, First National 
Bank, Kansas City, Mo. 


Insurance Committee 

W. F. Keyser, secretary, Missouri Bank- 
ers Association, Sedalia, Mo., chairman; M. 
A. Graettinger, secretary, Illinois Bankers 
Association, Chicago, I1l.; William B. 
Hughes, secretary, Nebraska Bankers Asso- 
ciation, Omaha, Neb.; F. F. Johnson, presi- 
dent, Boise City National Bank, Boise, 
Idaho; Robert McEvilley, vice-president, 
First National Bank, Cincinnati, Ohio; T. 
B. Paton, general counsel, 110 East Forty- 
second Street, New York, N. Y., advisory 
member; L. W. Gammon, 110 East Forty- 
second Street, New York, N. Y., secretary. 


Protective Committee 


This committee is composed of five mem- 
bers, and their names are not made public. 


Committee on Branch Banking 


Grant McPherrin, president Central 
State Bank, Des Moines, Iowa, chairman; 
M. Plin Beebe, president, Bank of Ipswich, 
Ipswich, S. D.; Charles W. Carey, presi- 
dent, First National Bank, Wichita, Kan.; 
F. T. Hodgdon, cashier, Farmers & Mer- 
chants Bank, Hannibal, Mo.; C. E. Hoyt, 
secretary-treasurer, South Norwalk Trust 
Co., South Norwalk, Conn.; H. A. Mc- 
Cauley, president, Sapulpa State Bank, 
Sapulpa, Okla.; William J. Rathje, presi- 
dent, Mid-City Trust & Savings Bank, Chi- 
cago, 


Committee on State Legislation 


W. D. Longyear, vice-president, Security 
Trust & Savings Bank, Los Angeles, Cal., 
chairman. V. T. Barker, president, Home 
Savings Bank, Kalamazoo, Mich.; R. R. 
Calkins, vice-president, American National 
Bank, St. Joseph, Mo. F. J. Denison, vice- 
president, Hamilton National Bank, Den- 
ver, Colo. M. R. Denver, president, Clin- 
ton County National Bank, Wilmington, 
Ohio. Walter P. Gardner, vice-president, 
N. J. Title Guarantee & Trust Co., Jersey 
City, N. J. Chas. S. Hichborn, president, 
First National Granite Bank, Augusta, Me. 
H. C. Lucas, president, Yakima Trust 
Co., Yakima, Wash. E. W. Miller, presi- 
dent, Commercial National Bank, Water- 
loo, Iowa. Chas L. Schenck, vice-president, 
The Peoples Trust Co., Brooklyn, N. Y. 
Harry Wentzy, president, Security Savings 
Bank, Rapid City, S.D. Moorhead Wright, 
president, Union & Mercantile Trust Co., 
Little Rock, Ark. 


ex-officio: 
(Chairmen of the Committees on State 


Legislation of the four Divisions of the 
Association. ) 


State Legislative Council 


W. D. Longyear, vice-president, Security 
Trust & Savings Bank, Los Angeles, chair- 
man. 

State Chairmen of State Legislative 
Council are as follows: Alabama—Oscar 
Wells, president, First National Bank, Bir- 
mingham. Arizona—G. H. Sawyer, vice- 
president, Southern Arizona Bank & Trust 
Trust Co., Tucson. Arkansas—Moorhead 
Wright, president, Union Trust Co., Little 
Rock. California—F. J. Belcher, Jr., 
president, First National Bank, San Diego. 
Colorado—H. M. Rubey, president, Rubey 
National Bank, Golden. Connecticut— 
Chas. E. Hoyt, secretary-treasurer, So. 
Norwalk Trust Co., So. Norwalk. Dela- 
ware—Geo. H. Hall, president, Milford 
Trust Co., Milford. District of Columbia 
—Joshua Evans, Jr., vice-president, Riggs 
National Bank, Washington. Florida— 
Chas. A. Faircloth, president, National City 
Bank, Tampa. Georgia—H. Lane Young, 
vice-president, Citizens & Southern Bank, 
Atlanta. Idaho—F. F. Johnson, president, 
Boise City National Bank, Boise. Illinois 
—John A. Cathcart, vice-president First 
National Bank, Sidell. Indiana—Frank D. 
Stalnaker, president, Indiana National Bank, 
Indianapolis. Iowa—E. W. Miller, presi- 
dent, Commercial National Bank, Water- 
loo, Iowa. Kansas—Will Wayman, presi- 
dent, Emporia State Bank, Emporia. Ken- 
tucky — Max B. Nahm, vice-president, 
Citizens National Bank, Bowling Green. 
Louisiana—Ben Johnson, president, Com- 
mercial National Bank, Shreveport. Maine 
—Chas. S. Hichborn, president, First Na- 
tional Granite Bank, Augusta. Maryland 
—Heyward E. Boyce, president, Drovers & 
Mechanics National Bank, Baltimore. 
Massachusetts—J. H. Soliday, president, 
Franklin Savings Bank, Boston. Michi- 
gan—V. T. Barker, president, Home Sav- 
ings Bank, Kalamazoo. Minnesota—C. H. 
Draper, president, First National Bank, 
Wells. Mississippi—Geo. Williamson, vice- 
president, First National Bank, Vicksburg. 
Missouri—H. Y. Lemon, vice-president, 
Commerce Trust Co., Kansas City. Mon- 
tana—Sam _ Stephenson, president, First 
National Bank, Great Falls. Nebraska— 
W. A. Taylor, vice-president, Franklin 
County Bank, Hildreth, Nevada—Fred 
Stadtmuller, assistant cashier, Washoe 
County Bank, Reno. New Hampshire—H. 
L. Alexander, cashier, Mechanics Nationa 
Bank, Concord. New Jersey—Walter P. 
Gardner, vice-president, New Jersey Title 
Guarantee & Trust Co., Jersey City. New 
Mexico—D. T. Hoskins, chairman of 
board, First National Bank, Las Vegas. 
New York—Chas. L. Schenck, vice-presi- 
dent, The Peoples Trust Co., Brooklyn. 
North Carolina—Joseph B. Ramsey, presi- 
dent, First National Bank, Rocky Mount. 
North Dakota—James J. Early, president, 
Bank of Valley City, Valley City. Ohio— 
M. R. Denver, president, Clinton County 
National Bank, Wilmington. Oklahoma— 
D. N. Fink, president, Commercial Na- 
tional Bank, Muskogee. Oregon—C. C. 
‘Colt, vice-president, First National Bank, 
Portland. Pennsylvania—Geo, D, Edward, 
vice-president, Commonwealth Trust Co., 
Pittsburgh. Rhode Island—Florrimon W. 
Howe, vice-president, Industrial Trust Co., 
Providence. South Carolina—H. W. 
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Fraser, president, Peoples Bank, George- 
town. South Dakota—D. M. Finnegan, 
president, First. National Bank, Yankton. 
Tennessee—A. R. Dodson, cashier, Mer- 
chants State Bank, Humboldt. Texas—W. 
W. Woodson, president, First National 
Bank, Waco. Utah—Chas. H. Barton, 
president, National Bank of Commerce, 
Ogden. Vermont—Levi H. Bixby, cashier, 
Montpelier National Bank, Montpelier. 
Virginia—E. B. Spencer, president, Na- 
tional Exchange Bank, Roanoke. Washing- 
ton—H. C. Lucas, president, Yakima Trust 
Co., Yakima. West Virginia—O. Jay 
Fleming, vice-president and cashier, First 
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National Bank, Grafton. Wisconsin—E. 
R. Estberg, president, Waukesha National 
Bank, Waukesha. Wryoming—Sumner 
Miller, cashier, Pine Bluffs State Bank, 
Pine Bluffs. 


Committee Discontinued 


The Executive Council adopted the fol- 
lowing resolution: 

Whereas, the Supreme Court of the 
United States in its recent decisions has 
completely upheld the point of view in re- 
gard to par collections. to substantiate 
which the so-called Committee of Five was 
originally appointed, and 
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Whereas, therefore, in future the Fed- 
eral Reserve Board in its rulings will be 
compelled to follow the decision of the 
Supreme Court of the United States in re- 
gard to par collections, 

Therefore, be it Resolved, that the Com- 
mittee of Five, having completed the task 
for which it was appointed successfully, 
be hereby discontinued and the thanks of 
the executive council of the association be 
extended to the members of this Commit- 
tee of Five who have labored so faithfully 
to bring about an equitable solution of the 
question of par collections. 


Entertainment Features 


HERE was ample entertainment for the 

bankers, their wives and daughters dur- 
ing the convention. There were dinners, 
yachting parties, a golf tournament, concerts, 
receptions and the grand ball with a bathers’ 
revue as a feature, on Young’s Million- 
Dollar Pier. 

The huge auditorium was tinted with 
colored lights for the grand ball which was 
preceded by the revue. Bathing beauties, 
attired in beautiful costumes, representing 
local banks, passed down from the stage to 
the dancing floor before the five bankers 
who sat as judges. One pretty girl, adding 
diplomacy to beauty, attempted to walk off 


Louisiana Salt Industry 


HE Louisiana salt mines at present are 

confined to certain islands along the 
southwest coast of the States, about 120 
miles from New Orleans, says a bulletin 
issued by the Hibernia Bank & Trust Com- 
pany. These mines are recognized as the 
greatest salt mines in the Western Hemi- 
sphere and are practically limitless in extent, 
borings having been made as far down as 
2000 feet without reaching the bottom. The 
principal mines are located on Weeks, 
Avery and Jefferson Islands in the parish 
of Iberia and are worked at a depth of 
from 600 to 750 feet. 

The salt is blasted direct from the walls 
of the mines and loaded by an electric 
shovel into electric cars which carry it to 
the bottom of the shaft. Here the salt is 
first crushed, and then lifted to the mill, 
where it is milled, screened and packed. 
These mines require no scaffolding to sup- 
port the roof, there being enough rock salt 
left in the pillars between the chambers 
for this purpose. The mines are electrically 
lighted and the walls so dry that one might 
strike a match on them—a condition that 
is unique in the mining history of the 
world. 

Salt is one of the cheapest commodities 
on the market today. The freight charges 
in many instances costing more than the 
salt itself. Few people outside of the salt 
industry realize the large extent to which 
salt is utilized, and much to the surprise of 


with first prize by kissing one of the judges. 
She got so much applause that when she was 
recalled later in the elimination test, she 
kissed all the judges! One of the judges 
sensing what was coming, put his head down 
and appeared to be figuring discounts, but 
without avail. 

But hard-headed bankers are hard-headed 
bankers—this girl did not get the prize after 
all. Two girls tied for the $20 gold piece 
and both received prizes. 

For the ladies, there was a reception at 
Haddon Hall, Tuesday, to meet Governor 
George S. Silzer of New Jersey and Mrs. 
Silzer. It was well attended. The ladies 


the general public the household use of salt 
absorbs possibly the smallest quantity mar- 
keted. About 6,000,000 tons of salt are 
produced annually in the United States, this 


were also entertained Monday with a yacht- 
ing party by women of the Atlantic City 
Yacht Club. 

A reception and dance on the Steel Pier, 
for officers and officers-elect of the Associa- 
tion was held Wednesday. On the evening 
of the same day there was a dinner to 
presidents and secretaries of the State Bank- 
ers Associations and incoming Association 
State vice-presidents, at the Traymore. 
President Head presided. Many short 
speeches were made. The dinner was char- 
acterized by interest shown in the Associa- 
tion’s work, vigor and life of the speakers 
and the marked readiness of bankers to co- 
operate in the solution of common problems. 


product going into the manufacture of a 
large number of chemicals, plate glass, 
delicate optical instruments, glazed pottery, 
sewer pipe, and live stock feed. 


Edgar Stark, Vice-President Union Savings Bank and Trust Co., Cincinnati, Ohio; 
Charles A. Hinsch, President Fifth-Third National Bank and Union Savings 
Bank and Trust Co. of Cincinnati, Ohio 
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Are Reserves Carried Against Float? 


MOST perplexing problem arises 
from the Federal Reserve Board’s 
formula for the computation of 
reserves by member banks in ac- 

cordance with Section 19 of the Federal 
Reserve Act. It is whether or not members 
carry legal reserves against fictitious com- 
mercial account balances created by giving 
immediate credit for items on other banks, 
such items being commonly known as 
“float.” 

For the accurate anaylsis of commercial 
accounts it is important that this point be 
decided correctly, as many customers have 
a sufficient daily total of outstanding items 
to make an appreciable difference in the loan- 
able funds if the reserves deducted are cal- 
culated on the net instead of the gross book 
balances. 

The question admits of no definite general 
answer. In a large number of cases the 
answer is “yes, reserves are carried against 
fictitious balances.” In others, it will depend 
upon the conclusion the bank wishes to draw 
from the facts. 

Section 19 of the Federal Reserve Act pro- 
vides that “In estimating the reserves re- 
quired by this Act, the net balance of 
amounts due to and from other banks shall 
be taken as a basis for ascertaining the de- 
posits against which reserves shall be de- 
termined.” 

A clear understanding of the subject may 
come only from a study of the official for- 
mula prescribed by the Federal Reserve 
Board for the computation of reserves. The 
partial reproductions shown in Figures 1 
and 2 illustrate the demand deposit calcula- 
tions, which embrace commercial deposits 
and balances “due to” and “due from” banks. 
It is in the working out of these “due to” 
and “due from” bank totals that the answer 
to the question lies. 

Figure 1 illustrates a bank with $2,000,000 
of commercial (Item 1) and $500,000 of 
bank deposits (Item 2.) Let us assume that 
of the $2,000,000 of commercial deposits, 
$150,000 represents uncollected checks for 
which immediate credit has been given, or, 
conversely, that the transit account with the 
Federal Reserve Bank (Item 7) and ex- 
changes for the clearing house (Item 8) have 
eutirely originated from commercial deposi- 
tors. This will mean that both the $500,000 
of bank deposits and the $300,000 carried 
with correspondents (Item 6) are net cash 
balances free from float. To simplify the 
example, let us omit the comparatively un- 
important items, such as cashier’s check, 
certified checks, etc. 

In the calculation of Figure 1 we see that 
the $450,000, aggregate “due from banks,” 
subtracts very easily from the $500,000 “due 
to banks,” and that reserves are carried only 
on $50,000 of the $500,000 of bank deposits. 


By DALE GRAHAM 


Mississippi Valley Trust Company, Saint Louis 


FORMULA FOR CALCULATING DEMAND AND TIME DEPOSITS ON WHICH 


BANKS ARE REQUIRED TO CARRY RESERVE. 


DEMAND DEPOSITS. 


Deposits (including dividends unpaid), other 
than United States Government and bank 
deposits, payable within thirty days 


Balanct 3 due to all banks other than Federal 


Balance due to Federal Reserve Bank— 
Deferred credits 


Cashier’s, Secretary’s, or Treasurer’s checks 
on own Bank outstanding. 


Certified checks outstanding 


TOTAL DUE TO BANKS (Items 2, 3, 4 


Balances due from banks other than Federal! 
Reserve Bank and foreign banks. 


Items with Federal Reserve Bank in process 
of collection 


Exchanges for clearing 
Checks on other banks in same place 


TOTAL DEDUCTIONS FROM BANK 
DEPOSITS (Items 6, 7, 8 and 9) 


Net Balance due to 
TOTAL DEMAND DEPOSITS (Items 1 
and 10)... 


FORMULA FOR CALCULATING DEMAND AND TIME DEPOSITS ON WHICH 


MEMBER BANKS ARE REQUIRED TO CARRY RESERVE. 


DEMAND DEPOSITS. 


Deposits (including dividends unpaid), other 
than United States Government and bank 
deposits, payable within thirty days.............. 


Balances due to all banks other than Federal 


Balance due to Federal Reserve Bank— 
Deferred credits 


Cashier’s, Secretary’s, or Treasurer’s checks 
on own Bank 


Certified checks outstanding 


TOTAL DUE TO BANKS 2,.3,:4 


Less: 


Balances due from banks other than Federa! 
Reserve Bank and foreign banks. 


Items with Federal Reserve Bank in process 


Exchanges for clearing 
Checks on other banks in same place 


TOTAL DEDUCTIONS FROM BANK 
DEPOSITS (Items 6, 7, 8 and 9).............. 


Net Balance due to banks**..002. 
TOTAL DEMAND DEPOSITS (Items 1 


TIME DEPOSIS. 
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29000 


MEMBER 
1 
4 
Less: 
| 
Fig. 1 
1 
2. 
: 
2.000 
8. 009000 
se 
Fig. 2 
| 
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In the language of the street, the rule is that 
on every dollar of bank deposits the insti- 
lution can match with another dollar of bal- 
ances with correspondents or checks on 
other institutions (“due from banks”) no 
legal reserve need be carried. 

Let us try another example: Figure 2 
represents a bank with identically the same 
figures except that the $500,000 of bank de- 
posits (Item 2) is omitted. But the instruc- 
tions accompanying the official formula sup- 
plied by Federal Reserve banks state that 
“should the aggregate ‘due from banks’ 
(Items 6, 7, 8, and 9) exceed the aggregate 
‘due to banks’ (Items 2, 3, 4, and 5), both 
amounts must be omitted from the calcula- 
tion.” So, in this instance, there being no 
bank deposits, there can be no subtraction of 
the $450,000 “due from banks.” It may not 
be deducted from the $2,000,000, and there- 
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by applied to reducing the reserves carried 
on commercial deposits. So we find another 
rule: No “due to banks”; no credit for float. 

It is plain that in the latter case the bank 
does carry a reserve on its fictitious com- 
mercial deposits, and in analyzing its ac- 
counts should deduct reserves as computed 
on gross balances. While it is not brought 
out in the accompanying illustrations, it 
should be said in passing that reserves never 
are carried against fictitious bank deposits. 

But the solution to the case of the bank in 
the first example is far from easy. While it 
must be admitted that the Federal Reserve 
System definitely sets off float against bank 
deposits without regard to its origination, 
yet it hardly can be conceded that bank ac- 
counts should go perhaps scot-free from 
legal reserve requirements sir ply because 
the institution happens to have as an offset 
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a large volume of float from commercial 
depositors. On the other hand, it may be said 
for the bank accounts that without them the 
commercial accounts could receive no credit 
whatever for their float. 

So it indeed is a perplexing problem which 
class of deposits is entitled to the credit— 
whether actual cash deposits of banks shall 
be partly or wholly free from reserve obli- 
gations, or whether it shall be said that no 
legal reserve is carried on fictitious book 
balances of commercial customers. Perhaps 
it is most equitable to decide for the com- 
mercial accounts—to say that credit shall be 
given the class of deposits which originates 
the float. 

But the unfortunate institution that has 
no bank deposits needn’t worry about that. 
Without question, it carries reserves against 
float. 


Limitation of National Bank Branches 


Joint Congressional Committee appoint- 

ed to ascertain why more banks are not 
members of the Federal Reserve System, 
Henry M. Dawes, Comptroller of the Cur- 
rency—interpreting an opinion rendered 
to him by Attorney General Daugherty— 
declared national banks’ branches cannot 
conduct a general banking business. Mr. 
Dawes held that such branches could not 
exceed the functions of the tellers’ win- 
dow, and added: 

“The relations of the national bank to 
operations in branch banking have been 
the subject of a very widespread misun- 
derstanding. In order that the situation 
might be clarified and defined, the present 
Comptroller requested an opinion of the At- 
torney General which has just been handed 
down. 

“A previous opinion given by Attorney 
General Wickersham was to the general 
effect that a national bank might not de 
novo, establish a branch bank. The present 
opinion from the Attorney General makes 
it clear that none of the major or impor- 
tant incidental functions of a national bank 
may be exercised beyond the limits of the 
city in which the parent institution is 
located. This opinion also indicates that 
certain functions of a national bank, in- 
cident to the banking business, may be 
carried on at fixed points within the city 
limits and outside of the four walls of the 
banking house. 

“This opinion is not inconsistent with 
that of Attorney General Wickersham, and 
the practical application which will be made 
of it will be that certain national banks 
will be permitted to establish what are 
virtually tellers’ windows in places more 
or less removed from the banks, but in the 
city limits, where they may take deposits 
and cash checks. The discretionary powers 
which are inherent in such transactions 
as making loans, purchasing securities and 
similar activities will not be permitted in 
such offices located at a distance from the 
parent institution. 

“It seems to me unnecessary at the pres- 


L: a hearing in Washington before the 


ent time to do more than make the above 
bare reference to the legal situation. The 
force of the opinion of the Attorney Gen- 
eral just handed down would as a practi- 
cal matter remove the national banks from 
the branch bank controversy, since a na- 
tional bank cannot engage in the banking 
business outside of the city limits of its 
location, and inside of the city limits it may 
under certain conditions perform only lim- 
ited functions at a distance from the bank- 
ing house. 

“Authorization to national banks to estab- 
lish such additional offices will be of great 
advantage in certain localities where the 
State banks are already extending their 
services in this manner. In such cities as 
New York, Cleveland and Detroit, the na- 
tional banks will be able to reach their cus- 
tomers in the matter of making deposits 
and cashing checks in the same way that 
their competitors do in this single impor- 
tant aspect of the banking business. 

“At the present time in the city of Cleve- 
land there are only three national banks, 
and in the city of Detroit only three. This 
will enable the national banking system to 
really enter these two great cities, from 
which it has previously been excluded, per- 
haps not on equal terms, but at least on a 
living basis. 

“Tt is my opinion that the major ques- 
tion of branch banking is not in any way 
affected by this differentiation of the func- 
tions of the tellers’ windows except to mit- 
igate the handicaps that at present exist 
in some great cities and that it cannot by 
any possibility be used for the extension 
of the principle of branch banking. The 
banking arrangements of any individual 
city are distinctly a matter for local deter- 
mination. When the extension of branches 
passes the city lines and becomes state- 
wide, a condition such as I have previously 
described is created under which the whole 
balance of the Federal Reserve and unit 
banking system of. a larger section of the 
country is disturbed and the fire will, in 
my opinion, very quickly jump over State 
lines. 


“If the branch banking movement cannot 
use the Federal Reserve System as an in- 
strumentality for its extension, it will prob- 
ably never become a great menace, and 
with the national banks extended a reason- 
able measure of facilities for self-protection 
within the limits of the municipalities in 
which they operate the national banking 
system and the Federal Reserve System can 
be maintained in their present status.” 

Mr. Dawes gave as his principal con- 
clusions : 

“First, that the development of branch 
banking, unless curbed, will mean the de- 
struction of the national banks, and there- 
by the destruction of the Federal Reserve 
System and the substitution of a privately 
controlled reserve system for a govern- 
mental system of coordination. 


“Second, that if the Federal Reserve 
Board has not the power to refuse the 
admission of institutions engaged in general 
branch banking, and to curb the further 
extension of this principle by member 
banks, it should be given the power. 


“Third, that the abolition of the ffice of 
the Comptroller of the Currency would de- 
stroy the independent status of the national 
banking system in governmental finance and 
that the real issue presented -by this move- 
ment is the abolition of the national bank- 
ing system, as it cannot be subjected to the 
supervisory regulation of an_ interested 
creditor. If the national banks are not en- 
titled to independent supervision they 
should not be supervised at all.” 


France’s Wheat Crop 


France’s wheat crop (including supplies available 
from French countries) is estimated to be more 
than sufficient for next year. According to the 
Bankers Trust Company’s French Information 
Service, the actual yield of France’s wheat acreage 
this year is 290,000,000 bushels. In addition about 
14,700,000 bushels are available from French col- 
onies, The total wheat requirements of France 
are roughly 293,000,000 bushels annually. 
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This is the 
Only Machine 
That 


Will Protect ALL the 
Check—The Paying Line 


—The Payee’s Name— ‘ 
The Numerals—and 
Will Prevent Danger- 


th A t ti ous Two-Line Checks. Unless You Use This Double Lock System Your Bank Account 
ony is at the Mercy of the Check Manipulator 


for THE SAFE-GUARD CHECK WRITER CO., Inc. - 


Cal 
Answer the Roll Call! preening 


Th h 1201 Union Street 
is is what even one ; 
dollar from you will help Nashville Tennessee 


the Red Cross do this Chicago NewYork Chattanooga 
year: St. Louis Cincinnati New Orleans 


Detroit Knoxvill 
Care for disabled ex-ser- . 
vice men. 
Bring peace, hope, 
health and happiness 
the Nursing Southern Municipals 
Find undernourished Bought — Sold — Quoted 
children and give them Liberal concessions to banks 
a fair chance. 
Carry hope to stricken 
cities. 
Clothe the naked and 
make little children 
glad. 
Seventh Annual Roll 
Call—Armistice Day to 
Thanksgiving. 


Orders executed on 
New York and Chicago 
Stock Exchanges 
Private wires to New York and Chicago 


Will You Do Your Share by Joining? A leading authority on all forms 


of investments throughout the South 


Financial The Union Trust Company takes its greatest pride in its long 
Assistance~ record of business helpfulness. Its officers and directors pledge 

- themselves continuously to maintain this constructive policy for 
B usiness the enduring benefit of Union Trust Company’s clients and friends. 
Council~ 


Anion Crust Company 
First Trust Company in Detroit 
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